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Large retail firms across the United 
States had a good year both in terms 
of sales and of profits in 1957. For 
instance, a group of 125 such firms 
produced sales of $25.5 billion during 
the year and profits of $1.3 billion be- 
fore taxes and of $6.6 million after 
taxes, with a $6.5 billion investment 
during the year. Put another way, 
these firms produced on an average of 
$3.9 in sales and 20.6 cents in profit, 
before taxes, with each dollar of equity 
capital. When matched against com- 
parable figures for industrial firms as 
reported by Fortune magazine in its 
July 1958 issue under the title of “The 
500 Biggest Industrials,” these retail 
figures strongly suggest that large re- 
tail firms make equally as productive 
use of their invested dollars as do in- 
dustrial firms. 


Conduct of Survey 


The survey on which these findings 
are based is the latest in a long series 
conducted annually by the New York 
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University School of Retailing and 
published in the JoURNAL oF RETAIL- 
ING. It provides comparisons of the 
1956 and 1957 sales, profits, and net 
worth of 125 major retail firms scat- 
tered across the United States... Num- 
bered among the firms are operators 
of eight major classifications of retail 
stores, including apparel, department 
and specialty, drug, food, mail order, 
shoe, variety, and miscellaneous other 
stores. Their combined sales accounted 
for 17.4 per cent of the country’s total 
1957 retail sales, excluding automotive 
and gasoline station sales. 

The “net worth” and “profits as a 
per cent of net worth” figures for each 
firm are incorporated in the annual re- 
port for the first time this year, as is 
also the “net sales to net worth” ratio 


1 The list of firms included in this survey is not 
all-inclusive for two reasons: (1) there are a num- 
ber of large privately owned retail firms that do not 
publish annual financial reports, and (2) there were 
a number of firms publishing annual reports that 
had not released their 1957 figures before this study 
was made. 

Tabulations are 
New York: 


based on Moody’s Industrial 


Manual. D. F. Shea, 1958. 
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reported for each of the eight major 
classifications of stores.2 The new 
ratios have been added to provide a 
basis for determining how effectively 
retailers, individually and collectively, 
use their invested dollars. Actually, 
each of these ratios might properly be 
termed an “investor’s yardstick,” since 
it reveals essential information about 
a firm’s ability to use invested funds 
efficiently. On the other hand, “‘profits 
as a per cent of sales,” the only ratio 
reported in the previous annual sur- 
veys, might be classified as a “con- 
sumer’s yardstick,” since it measures 
the share of the consumer dollar that 
the retailer retained as a profit.® 


Sales 


Collectively, the stores surveyed in- 
creased their dollar sales 5.6 per cent 
in 1957 over 1956 (Table I). This 
sales increase represents a 22 per cent 
improvement over the 4.6 per cent 
sales gain reported by the United 
States Department of Commerce for 
all retail trade in 1957, excluding the 
automotive group and gasoline stations. 
For the most part, the stores surveyed 
appear to have won these larger than 
average sales increases through aggres- 


* Net worth includes capital stock and surplus. 

* The three ratios, (1) profits to sales, (2) profits 
to net worth, and (3) sales to net worth, are dis- 
cussed at length in the Winter 1950 issue of the 
JournaL or RetTaILinG under the title, “Retailers 
Increase Sales Productivity of Invested Dollars.” 
The article provides comparisons of the sales, profits, 
and net worth of thirty-one major United States re- 
tail firms for the period 1939 through 1949, sum- 
marized by type of store. 


Fall 1958 


sive expansion programs. This idea 
is suggested by the manner in which 
the sales increases of the firms, in- 
dividually and collectively, parallel 
their increases in invested capital. 

By merchandise line, the food firms 
led the way with an 11.3 per cent sales 
gain in 1957 on top of their first place 
13.1 per cent gain in 1956. Too, the 
food firms and the drug firms were the 
only classifications in which no firm 
studied showed a sales decrease from 
1956 to 1957. On the other hand, two 
in nine of the apparel firms, nineteen 
in fifty-seven of the department and 
specialty stores, two in five of the mail- 
order houses, three in seven of the shoe 
chains, four in thirteen of the variety 
firms, and three in eleven of the mis- 
cellaneous firms—thirty-three in all— 
had lower sales in 1957 than in 1956. 

A total of thirteen of the firms sur- 
veyed reported sales in excess of $500 
million in 1957. Among these firms 
were six grocery, four department and 
specialty, two mail order, and one va- 
riety (Table IV). Over all, they ac- 
counted for almost 58 per cent of the 
1957 sales of the firms included in the 
survey. However, their sales gain in 
1957 over the previous year was slightly 
lower than that of the total group. 
This suggests the possibility that the 
small firms might have fared slightly 
better saleswise in 1957 than their 
larger counterparts. 


Net Worth 


The 125 firms surveyed increased 
their net worth from $6,189 million in 
1956 to $6,481 million in 1957 (Table 
I). In this instance, the food firms 
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showed the biggest dollar increase over 




















nd 
~= EpSMMPASCNNSYL |S : mar. 
8 BIQARDATAH SAM | S the previous year: $89 million. They 
ne S also reported biggest percentage in- 
8 4 crease—11.3 per cent—or exactly the 
3 [S/S 2 ee9exr9 | Q same percentage gain they reported in 
s]e sae = sales. Department and specialty stores 
s 9 showed the next largest 1957 dollar in- 
~ = . - po 
= = crease in net worth over 1956: $75 
. 2 million. Their percentage increase, 
QB sle(Bmartenncoysn however, was the smallest: 3.7 per 
= SIFNNN BR THOS | N 
_ 4 cent, 
Ss 
he 8 . 
a s 1 Over all, the firms produced $3.9 in 
MM {6 sales :, 
se [Beant oate | ™ sales for each dollar of net worth in 
a) ee 1957, exactly the same ratio as in 1956, 
> ss The sales productivity of the several 
NS groups of firms in terms of their net 
~ = worth ranged from a low of $2.5 for 
Cy ' : 
z= . variety firms to a high of $10.2 for food 
Ss > i 
>.8 (sos = Pa pe Ni Nn la firms. Nine firms—all food—pro- 
le Se Been N oe ? 
_ 3 = : duced over $10.00 in sales for each | 
2 ; : , 
= 8 3 = dollar of net worth in 1957 (Table V). 
wv Pe ‘ 
< = A wl|Elpameenaen|e The only non food firm that approached 
= Nr> 3 SISSASABNRSAS | & this showing was E. J. Korvette, a dis- 
BSR sl - count house listed among the depart- 
e™ 5 ment and = specialty stores, which 
ws chalked up $8.6 in sales per dollar of 
2 I P 
& EE net worth in 1957 and $7.8 in 1956. 
S "miegueneess is : 
~ ae ee Compared to 1939, however, several 
_~ e . 
S <4 types of firms demonstrated considera- 
S = aie J, : 
& [Ss ble improvement in their ratio of net 
bISsNMONtTtQA[ SY . : — 
z iutidwcw | ws sales to net worth. That earlier year, 
& wis ee :; for instance, a group of department 
” and specialty stores produced only $2.2 


in sales for each dollar of net worth; a 
group of drug stores, $3.0; a group of 
food firms, $5.7; a group of mail-order 
houses, $2.6; and a group of variety 
stores, $1.5.4 

Of the 125 retail firms included in 
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TABLE IV 
Retail Firms Studied with 1957 Sales in Excess of $500 Million 
Sales (Millions) Per Cent 
| — A \ Change 
Firm Type 1957 1956 from 1956 
1. Sears, Roebuck and Company............ Mail Order $3,601 $3,556 (+)13 
PORIOWEY DUOTOR. TIC. ii ide cece ses Grocery SA07 1,989 (+) 6 
RON OOMIEND, 65. 555k 6 oinieidicicis Kas oe tintes Grocery 1,674 1,493 (+)12 
Oey Ne COIN a ici cc cccccnveenes Department 1,312 1,292 (+) 2 
5. Montgomery Ward and Company, Inc..... Mail Order 1,074 1,046 (+) 3 
Be  . WROCWORUEN so vec vo sbeieieweseeas's Variety 823 806 (+) 2 
eS MU ws Give ssiia'cceoes bas cena Grocery 780 655 (+)19 
6, National Tea Company... 2.5... ccccees Grocery 681 618 (+)10 
9. Federated Department Stores............ Department 636 601 (+) 6 
10. Allied Stores Corporation............... Department 633 614 (+) 3 
11. Mays Department Stores Company, Inc... Department 534 521 (+) 3 
12 First National Stores. ........5..cccece. Grocery 521 507 (+) 3 
ee a ee Cae ee oe Grocery 514 421 (+)22 
BP Ais sisi adiniehduss ccenedabeen $14,900 $14,129 (+) 5.4 
excess of $100 million in 1958 (Table 
VI). Among these were five depart- 
ment stores, four variety firms, two TABLE V 
mail-order houses, and two food firms. 
The combined 1957 assets of these thir- Retail Firms Studied That Produced 
teen firms totaled 60 per cent of the $10.00 or More Sales for Each 
total assets of all firms. Generally, the Net Worth Dollar in 1957 
larger firms added to their net worth Ratio of Net 
dollars at a slightly faster pace from Pe A 
1956 to 1957 than did their smaller — ae ae 


counterparts. However, the larger 1. Red Owl Stores..... Food 126 12.1 
stores did not generally show the same 2. Thorofare Markets .. Food 12.1 13.5 
over-all ability to make their net worth 3. Winn Dixie ........ Food 117 109 
didlees d cities Aiietnan dh 4. Kroger Company ... Food 11.6 11.6 
er Te ee — Se iT ds, Food 11.1 11.9 
total group of stores. This finding 6. National Tea Com- 
suggests that the bigger stores do not I oi 4 cicada Food 11.0 11.0 
necessarily have a corner on the ability 7. Safeway Stores, Inc.. Food 10.3 108 


to make their invested dollars produc- 
tive. 

There are several interesting find- 
ings relating to individual firms. For 
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8. Grand Union Com- 
OS ee Spe Food 10.2 10.5 














118 JOURNAL OF RETAILING 


instance, there is the Kroger Com- 
pany’s 11.6 ratio of net sales to net 
worth—the highest reported for any of 
the larger firms (Table VI). Then 
there are the relatively poor ratios of 
net sales to net worth showings of 
Montgomery Ward and Company, S. 
H. Kress Company, S. S. Kresge Com- 
pany, and the Mays Department Stores 
Company, Inc., in comparison to the 
other stores in their respective groups. 
linally, there is the revealing fact that 
the total 1957 net worth of Sears, 
Roebuck and Company ($1,209 mil- 
lion) is greater by almost 50 per cent 
than that of all sixteen grocery firms 
included in the survey ($874 million) ; 
yet Sears’ sales that year ($3,601 mil- 
lion) were only slightly in excess of 40 
per cent of the $8,870 sales of the com- 
bined grocery firms. 


Profits 


While the total profits before taxes 
of the 125 firms in 1957 fell from 
$1,340 million to $1,338 million, their 
profits after taxes held steady at the 
$659 million level (Table II). Again, 
the food firms made the outstanding 
showing compared to the previous 
year, with a 16.7 per cent increase. 
Five of the eight groups actually 
earned less profit in 1957 than in 1956, 
with decreases ranging from a (—).5 
per cent for the department and spe- 
cialty stores to (—)12 per cent for 
the shoe firms. Compared to 1939, 
however, several of the classifications 
of firms fared very well. Specifically, 


in that earlier year, department and 
specialty stores earned a profit of 3.8 
per cent; drug stores earned 5.2 per 
cent; food stores, 2.1 per cent; mail- 
order houses, 7.0 per cent ; and variety 
stores, 8.6 per cent.® 

The profits of the several classifica- 
tions of retail firms measured in terms 
of net worth presents a considerably 
different picture than their profits 
measured in terms of net sales, 
Whereas mail-order houses led the way 
in profits as a per cent of sales with 
an 8.6 per cent figure, food firms as- 
sumed the lead in profits as a per cent 
of net worth with a 30.0 per cent figure 
(Table II1). In fact, a comparison of 
the firms with 1957 earnings before 
taxes of 9.0 per cent or more of sales 
with those firms having 1957 earnings 
before taxes of over 30.0 per cent of 
net worth discloses only one firm— 
New Process, a mail-order house—on 
both lists (Tables VII and VIII). 
These findings combined with those of 
the earlier study suggest the possibility 
that retail firms working on a low- 
profit high-turnover basis may consist- 
ently earn higher profits on their in- 
vestment than the firms that feature a 
high-profit low-turnover operation. 
This general principle is supported by 
the showing of E. J. Korvette (dis- 
count house) with a 3.4 per cent profit 
in terms of sales and 29.4 per cent 
profit in terms of net worth. On the 
other hand, the showings of the New 
Process Company and of the J. C. Pen- 
ney Company tend to discourage 


5 Ibid. 
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3.8 
ae TABLE VI 
ALi- 
ety Retail Firms Studied with 1957 Net Worth of $100 Million or More 
Ratio of Net 
Net Worth Sales to 
ca- (Millions) Per Cent Net Worth 
Firm Type —_— ——- Change 
ms 1957 1956 from1956 1957 1956 
bly 1. Sears, Roebuck and Company... Mail Order $1,209 $1,128 (+) 7 30 $2 
2. Montgomery Ward and Com- 
fits Rs ecddsccven cave Mail Order a oF (—)1 WW 16 
les. a FP. W. Weenworth. .....cccccess Variety 350 340 (+) 3 24 24 
vay 4. J. C. Penney Company......... Department 270 256 (+) 5 49 520 
ith 5. Safeway Stores, Inc............ Food 205 185 (+)11 103 108 
‘ 6. Mays Department Stores, Com- 
at RE ce biies badd kiwted-e Department 202 195 (+) 4 y) a ® 
ent | 7. S. S. Kresge Company......... Variety 198 192 (+)3 19 19 
ure 8. Federated Department Stores... Department 181 169 (+) 7 aS «656 
of 9, Allied Stores Corporation...... Department 177 174 (+) 2 oe 35 
ore 1D. Brower COMPARY ... 6650. 665 0 Food 144 129 (+)12 116 11.6 
1. W.. T. Grant Compatiy......... Variety 105 101 (+) 4 40 40 
les =| ~~ 12. S. H. Kress Company.......... Variety 104 «:102—:—«i(4+-+dY2~«=«O«d:S «16 
ngs 13. Marshall Field and Company.... Department 101 98 (+) 3 aa Sz 
of waht 
_— cewek ecedadeandadian $3,887 $3,718 (+) 5 35 35 
-On 
1). 
of 
sty TABLE VII 
w- Retail Firms Studied with 1957 Profits Before Taxes in Excess of 
ist- 9.0 Per Cent of Sales 
in- Profits Before Taxes 
As Per Cent 
-_ Firm Type Pb wc 
ion, 1957 1956 
be ie SERIINEE UGEOS: TRO: b:s.5:0.00:0 0 ibiew eels sauee Shoe 19.1 21.8 
Ni ee NE OIG SSNS eieiss.cs cs Saeiacescws Department 10.1 10.2 
dis- 3. New Process .......0.-sceseseecececeeeess Mail Order 10.0 10.4 
ofit ee I a ock a bss cccnsewecenand Department 9.7 10.7 
‘ent >. sterce Brothers, Stores, I0C.........008000 Miscellaneous 9.6 11.6 
the 6. Sears, Roebuck and Company............... Mail Order 9.3 9.7 
aad 7. S. H. Kress and Company..........cscseees Variety 9.3 10.4 
ee i eWae ECE xd eben wennnndwee Department 9.2 9.4 
en- NG er Variety 9.0 9.0 
age Se EE SO, Dis vbncadesousscnconcneusioe Miscellaneous 9.0 77 
MG e ited Chih otis beetbeiuin oxies 9.6 10.1 
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TABLE VIII 


Retail Firms Studied with 1957 Profits Before Taxes in Excess of 
30 Per Cent of Net Worth 


Profits Before Taxes 
Asa Per Cent 
of Net Worth 
A 





Firm Type 








“1957 1956 

ie |, se a rr Food 49.5 52.4 

EE A ee ee Food 48.9 45.9 

ID a aE ois 4 Sb ode mises denen ses Mail Order 38.5 39.3 

Be I kos vsiacscsveccssces Department 38.4 38.4 

5. Food Fair Stores, Inc..........cccscccscecs Food 35.5 37.5 

nec cecebiveencees serscus Food 34.2 31.0 

D; MOPMMME RTOS 5 sng cnngsk icin ereseseesse Food 32.5 31.4 

BR Pn INE soe cokcie ss ein cee cer cces Food 31.7 31.6 

er Food 31.7 28.8 

SUR OER PRONG 5's kaa ss 06aA04004045000 Food 30.2 v2 Be | 

Te ee ies Cie s aie hpadeuadie ke ewe 36.6 35.3 

TABLE IX 
Retail Firms Studied with 1957 Profits Before Taxes in Excess of 
$20 Million 
Profits Before Taxes 

Millions) Per Cent 

Firm Type cr Ao Change 

1957 1956 from 1956 

1. Sears Roebuck and Company........... Mail Order $333,308 $343,316 (—) 3 

2. J.C. Penney Company.............006- Department 103,811 98,361 (+) 6 

3. Montgomery Ward and Company, Inc... Mail Order 60,357 75,500 (—)20 

rs ee bck ccd eddnenec cesses Variety 56,858 59,749 (—) 5 

5. Federated Department Stores.......... Department 50,874 49,311 (+) 4 

ee eo re Food 41,505 34,515 (+)20 
7. Mays Department Stores Company, 

a rhe Pass bis sins bis sas wie Department 41,017 42,528 (—) 5 

8. S.S. Kresge Company................. Variety 27,363 27,807 (—) 3 

9. Allied Stores Corporation............. Department 25,151 28,463 (—)10 

OS ee eee Food 21,682 17,720 (+)22 

DT I RISER 55s isis ce siecan coasans’ Food 20,070 17,383 (+)18 








BD woccseccecccvecescveccvcessoss $781,996 $794,653 (—) 2 





res 


1956 
52.4 
45.9 
39.3 
38.4 
37.5 
31.0 
31.4 
31.6 
28.8 
27.1 


35.3 
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acceptance of proposed principle; 
their respective earnings in terms of 
net sales were 10.0 per cent and 7.9 per 
cent; in terms of net worth, 38.5 per 
cent and 38.4 per cent. Both investors 
and retailers might find it profitable, 
however, to study retail operations such 
as those of Thorofare Markets and 
Winn Dixie that demonstrate a contin- 
ued ability to produce profits of nearly 
50 cents on each net worth dollar. 

A total of eleven of the firms sur- 
veyed earned 1957 profits before taxes 
in excess of $20 million (Table IX). 
In all, these eleven firms accounted for 
almost 60 per cent of the total profits 
of the 125 firms surveyed. Of the 
eleven leaders, four were department 
and specialty stores, three were food 
stores, two were mail-order houses, and 
two were variety stores. 


Pertinent Questions 


These data, combined with those re- 
ported in the Winter 1950 issue of the 
JOURNAL OF RETAILING, suggest a 
number of questions, the answers to 
which might provide retailers with 
ideas for improving the over-all pro- 
ductiveness of their invested dollars.® 
Among such questions are: first, has 
the long standing practice in retailing 
of reporting profits as a per cent of 
sales automatically tended to influence 
major categories of retailers to limit an 
evaluation of the profitability of their 
operations primarily to this single view- 
point ? Second, has this tendency caused 
these categories of retailers to empha- 
size high profit margins in terms of 


® Ibid, 
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sales at the expense of high earnings on 
invested capital? Third, to what ex- 
tent has this tendency been responsible 
for the general failure of nonfood re- 
tailers to follow the lead of food re- 
tailers in adopting operating methods 
that incorporate the fundamental mass- 
marketing principles of low margins 
and high turnover? Fourth, might not 
part of the ability of food retailers to 
earn consistently higher returns on 
their investments than nonfood retail- 
ers be inherent in the food retailers’ 
primary emphasis on high turnover, 
which automatically tends to reduce 
merchandise risks. Fifth, what part 
has the supermarket played in helping - 
food retailers to be the only category 
of retailers able to improve appreciably 
both its wartime sales and profits show- 
ings in terms of invested capital during 
the past decade? Sixth, how many mar- 
ginal retailers are in a financial position 
to withstand the shock of either a rela- 
tively severe depression or an intensi- 
fied selling effort on the part of their 
competitors? Seventh, in view of the 
ability of New Process and J. C. Pen- 
ney Company to earn 38.5 per cent and 
38.4 per cent on their respective invest- 
ments, how do other nonfood retailers 
justify their generally poor earning 
showings in terms of their invested 
capital? Eighth, and last, does the siz- 
able gap between the respective earn- 
ings on invested capital of food re- 
tailers and nonfood retailers generally 
indicate a pressing need on the part of 
many traditional retailers in the latter 
category either to innovate or be even- 
tually eliminated by newer and more 
efficient forms of retail distribution ? 
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Are Your Ads “Guilty, 
As Charged?” 


KAREN R. GILLESPIE 


Associate Professor of Retailing 
New York University School of Retailing 





Mrs. Gillespie is well known to JOURNAL OF RETAILING readers 
for her serious articles on advertising and merchandising. Here 


she takes a gentle spoof at the current vocabulary addiction of copy 


writers. 











“The buyers don’t provide sufficient 
information.” 

“Buyers practically never fill in the 
Request for Advertising form.” 

“We can’t write good ads if we don’t 
get the information about the product 
from the buyer.” 

These and other comments were 
overheard at a recent meeting of copy 
writers in evaluating their reasons for 
inferior advertisements. We thought 
we would analyze some advertisements 
to see who appeared to be at fault. 
Judging from the results, buyers are by 
no means the only people responsible 
for poor advertisements. A good deal 
of the blame can be laid directly at the 
door of the copy writer! One date and 
three newspapers from metropolitan 
New York were selected at random. 
The date chosen was Sunday, July 20, 
1958, and the newspapers were the 
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New York Herald Tribune, the Daily 
News, and the New York Journal- 
American. 

In an analysis of the advertisements 
contained therein, one word appeared 
in three forms in 25 advertisements : 
Perfect, Perfectly, and Perfection. 
Little did it matter whether the copy 
writer was referring to furniture, bras- 
sieres, seasoning, or waste containers— 
they were, according to the advertise- 
ments, somehow, “perfect.” 

Two of the advertisements used the 
term in reference to products that, if 
free from blemishes or flaws, would 
sell for a higher price, and a third 
claimed the merchandise, itself, was 
perfect. Even in this context, there is 
a question about the appropriateness of 
the word, “perfect.” The chance that 
any merchandise is actually perfect is 
extremely remote. The term, “first 
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quality,” probably connotes more nearly 
the exact meaning intended by the copy 
writers : 

Trousers: “$6.95 if perfect. Men’s 
polished cotton chinos, $2.99,” ! 

Lace tablecloths: ‘‘These are all per- 
fect quality.” 7 

Sheets: “If perfect, $4.95, $2.99.” 8 

The remainder of the advertisements 
used the words perfect, perfectly, or 
perfection, in describing appearance, 
uses, fit, or appropriateness of the 
product : 

Correlated breakfront: “Perfect for 
buffet service.” * 

Strapless brassiere: “Perfect fit.” * 

Waste dispenser: “Perfect litter col- 
lector for cars, carriages and offices.” ° 

Ladies’ suits: “Our pleat-paneled 
town suit is the perfect way to dress. 

. ' 

Folding chairs: “Perfect for bridge, 
picnics, terrace, etc.” * 

Patio lamp: “Perfect for outdoor 
living, workroom, garage, attic.” ® 

Prints: “Perfectly proper this time 
of summer are the ‘darkling prints.’ ” ?° 

Furniture : “Perfection in design and 
construction.” ™ 

Cooker: “Perfect steamer, The per- 
fect cooker for a real New England 
clam bake.” '* 

Starch: “Perfect results every time. 
.. . Perfect results every time, extra 
smoothness, crispness. - 

Seasoning: ‘‘Now you can charcoal- 
grill the perfect way.” ** 

Plastic dinnerware: 
casual entertaining.” *° 

Raincoat: “Wherever you're plan- 
ning to travel, our neatly packable coat 
and perfect 


“Perfect for 





insurance 
16 


is prudent 
4 * 
protection. 
Shower head: “No more shower caps 
—perfect for the yi ungsters. 
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Dress: “Perfect for traveling ... 
even an eight-hour sit won't muss 
ieee 

Dress: 
occasion dress. 

Refrigerator: “Lines up perfectly 
with cabinets.” °° 

Pianos: “Every piano is perfectly 
tuned.” *4 

Draperies: 
for perfect hang! 

Dress: ‘‘Big-city black—entirely 
lined to fit perfectly.” *% 

Three-piece coat suit: . . per- 
fectly co-ordinated to wear together. 


9994 
. 


. each one is a perfect 
9? 19 


“Double-stitched hems 
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“You'll know what we 
. perfection 


Furniture: 
mean when you see the 
of detail.” * 


1 Stern Brothers, Daily News. 

2 Bloomingdale Brothers, Datly News. 

8 Bloomingdale Brothers, Daily News. 

*Sachs Quality Stores, Daily News. 

5 Masters, Daily News. 

® Gimbel Brothers, Inc., Datly News. 

7 Saks 34th Street, Daily News. 

8 Mays Department Stores Company, Inc., New 
York Journal-American. 

® Mays Department Stores Company, Inc., New 
York Journal-American. 

10 Best and Company, New York Herald Tribune. 

11 J. H. Harvey, Inc., New York Herald Tribune. 

12 Hammacher Schlemmer, New York Herald Trib- 
une. 

18Corn Product Refining Company, New 
Herald Tribune. 

14 Kitchen Bouquet, New York Herald Tribune. 

15 Gimbel Brothers, Inc., New York Herald Trib- 


York 


une, 
16 Mark Cross, New York Herald Tribune. 
17 John Wanamaker, New York Herald Tribune. 
18 Saks 34th Street, New York Herald Tribune. 


1 Arnold Constable and Company, New York Her- 


ald Tribune. 
2 General Electric Company, Daily News. 


21 Macy's, Daily News. 


22 Abraham and Straus, New York Journal Ameri- 


can. 


Saks 34th Street, New York Herald Tribune. 
*% Arnold Constable and Company, New York Her- 


ald Tribune. 
3W. & J. Sloane, New York Herald Tribune. 


(Continued on page 175) 
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Revival of Downtown 


Shopping Districts 


PAUL H. NYSTROM 


Professor Emeritus of Marketing, Columbia University 








Dr. Nystrom, who has been an observer of changing retail con- 
ditions for many years, now makes an examination and diagnosis 
of an ailing patient—the downtown retail area. He lists practical 
ways to approach a solution and stresses the co-operation necessary 
from different retail and civic groups. The time to act, he says, is 
NOW. Billions of dollars, in gains or losses, are involved. 








During the past twenty-five years 
the suburban shopping center, some- 
times described as a revolution in re- 
tailing, has come of age. The begin- 
ning of such centers goes back to the 
early 1930’s with the rise of the super- 
markets. During the 1940's, especially 
following World War II, there was, as 
everyone must know, a great popula- 
tion movement from the cities and 
farms to the suburbs. This population 
movement consisted largely of young 
married couples bent on having and 
raising large families. They built 
ranch-type homes, bought their fur- 
nishings on the installment plan along 
with the inevitable automobile to go 
and come from everywhere. The 
supermarket served not only their food 
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needs but also, to some extent, their 
nonfood ones. It became clear that 
such goods could be sold in quantity to 
suburban homemakers. 


Rush to the Suburbs 


All kinds of retail stores began to set 
up shop in the suburbs. Department 
stores, accompanied by variety, furni- 
ture, shoe, clothing, drug, and specialty 
shops of many kinds, located in well- 
planned areas, along well-traveled 
highways, near densely populated sub- 
urban communities, each with provision 
for plenty of free parking space, hours 
of operation changed to meet the needs 
of suburbanites, and bright, new, at- 
tractive merchandise—all these factors, 
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plus strong promotional activity and 
showmanship, have contributed to the 
establishment of present-day shopping 
centers. 

The growth in total retail sales vol- 
ume for the country reflects the ex- 
plosive growth of population backed 
by high purchasing power. In 1939, 
total retail sales amounted to $42 bil- 
lions. In 1957, sales amounted to $200 
billions. This is an astonishing increase 
of nearly 4.8 times in eighteen years. 
Unfortunately, because of the failure 
or carelessness of those in charge of 
the country’s monetary policies, the 
value of the 1939 dollar had, by 1957, 
slipped to less than fifty cents. The ac- 
tual, real increase was still 2.4 times. 
The statistics have not yet been com- 
piled to show what the sales growth of 
the shopping centers has been. The 
downtown centers have undoubtedly 
shured in the increases in sales volume, 
but the shopping centers that started 
from zero have won all their sales 
from the increases in sales volume. 
Downtown stores have done little more 
than hold their own in actual amounts 
of goods sold, while the sales increases 
of the shopping centers have been 
colossal. 

The growth of suburban shopping 
centers is still going on. Judging from 
the published announcements of shop- 
ping center plans, their growth will 
continue, but at a more regular rate. It 
is, therefore, now possible to estimate 
the trends, the potentialities, and the 
possible limits of suburban shopping 
center growth. Although they have 
made great gains, it has become clear 
that they, like the stores in downtown 
retail districts, have problems. It also 
seems clear that their problems are 
likely to become more acute. 


Slumber Downtown 


In the meantime, however, the 
growth in downtown retail trade has 
been retarded. A considerable number 
of smaller individual store units have 
had to close. The closing of most of 
these stores does not appear in the 
official failure or bankruptcy rates. 
Most such stores have closed without 
loss to creditors. We do not know 
what the losses of the owners or the 
managers of such stores and their 
landlords have been. Many other down- 
town retail stores are now barely hold- 
ing their own. The facts are dark, but 
the prospects for the future are bright- 
ening, The slumbering giant, the down- 
town retail trading district, is awaken- 
ing. It becomes alert. It begins to take 
account of what is happening. 

It is a general but apparently well- 
established conclusion that the down- 
town shopping districts in most cities 
in this country still have possibilities 
of large retail sales and even of growth 
and prosperity. Such an advance is 
not merely the concern of the retail 
stores in such areas but also of all 
other businesses in the same areas: the 
public utilities, the insurance and bank- 
ing institutions, the retailers’ sources 
of supply, the offices of all branches 
of business nearby, and the consuming 
public, which would prefer to trade in 
downtown retail stores if some of the 
obstacles now in the way were removed. 
The revival of downtown trading areas 
is a major problem. Its solution will 
undoubtedly call for expenditures of 
billions of dollars, but if properly 
planned and executed these outlays 
should yield returns of much greater 
sums in sales and proportionate net 
profits. 
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Call to Action 


Let us consider this problem and see 
what can be done about it. 

1. Probably every businessman 
knows that there is a downtown shop- 
ping district problem in his own com- 
munity. Practically every city in the 
country, both large and small, has one 
in some degree. During the last 
eighteen years, as we have seen, total 
retail sales have increased rapidly, but 
the downtown retail business has not 
shared proportionately in this expan- 
sion. 

2. Many downtown retail trading 
districts have already become stagnant. 
None has so far actually passed out of 
existence. Downtown retail districts 
do not die outright, but, like General 
MacArthur’s description of old gen- 
erals, they fade away. They gradually 
deteriorate. They become shabby and 
second rate. The character of the 
trade changes. Sales volume and prof- 
its, unless something is done about 
them, tend to decrease. Real estate 
values of retail locations and everything 
near them fall, while taxes tend to rise. 
The decay in downtown shopping dis- 
tricts is like the course of deterioration 
in residential areas on the way to be- 
coming slums. The declines in down- 
town shopping districts are automatic 
and inevitable unless checked by alert, 
sound, constructive rejuvenation. 

3. What to do to renew the growth 
potentials of downtown trading areas 
depends upon the causes of the de- 
clines. It is necessary to be very clear 
about the causes. A clear understand- 
ing of why a downtown shopping area 
has not maintained its normal growth 
is the first step to determine what 
needs to be done. There are certain 
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causes of downtown shopping area re- 
tardation and decline that recur again 
and again in most cities. These are: 


—The retail buildings’ architec- 
ture, brightness and smartness, 
and conveniences for customers are 
out of date. 

—Store fronts, doorways, win- 
dows, and interiors have failed to 
keep up with changing customers’ 
tastes. 

—Inadequate, inconvenient, and 
expensive rapid transit facilities 
keep customers from shopping in 
the downtown areas. These may 
be key factors in the throttling of 
downtown business. 

—The lack of motor freeways to 
and from the downtown shopping 
districts is a formidable obstacle 
to retail growth. 

—Inadequacy of free or low-cost 
parking facilities, conveniently lo- 
cated near the retail stores, is an- 
other major cause of decline in 
downtown shopping districts. 
—There are many other causes of 
downtown business declines that 
vary from city to city, such as: 
dust, smoke, soot, smog, heavy 
chemical odors, poorly cleaned 
streets, dangerous intersections, 
traffic congestion, and poor traffic 
control. 


4. A downtown shopping district is 
fortunate if the city in which it is lo- 
cated has a sound, enlightened, and 
forward-looking _ municipal govern- 
ment. There is probably nothing more 
discouraging to business enterprise 
than unnecessary burdens of high real 
estate taxes, business restrictions, and 
regulations. A city government can be 
a good one at economical costs. It can 
do more. It can clean up and prevent 
racketeering and graft from whatever 
source. It can make the city a healthy, 
beautiful, but not necessarily an ex- 
pensive place to live. 
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5. Urban downtown renewal is both 
possible and practicable. The proof of 
this may be seen in a number of Amer- 
ican cities, both large and small, in 
which beginnings have been made. In 
some cases, substantial progress has 
been achieved. Among such cities, and 
by no means all, are Newark, Roches- 
ter, Allentown, Philadelphia, Norris- 
town, Baltimore, Pittsburgh, Detroit, 
Chicago, Minneapolis, Milwaukee, St. 
Louis, Kansas City, Denver, New Or- 
leans, Fort Worth, Waco, Tulsa, San 
Francisco, and Los Angeles. 

6. The initiative for undertaking 
downtown shopping district renewal 
rests on retailers, the men whose busi- 
nesses are affected. But it also rests 
upon the representatives of all other 
institutions and agencies that benefit 
either directly or indirectly from pros- 
perous retail areas, such as banks, real 
estate concerns, insurance companies, 
public utilities, wholesalers and manu- 
facturers who sell to the retailers in 
these areas. Downtown shopping dis- 
trict revival is, or should be, a major 
consideration of the civic and service 
organizations of the city. The profes- 
sions—the lawyers, doctors, ministers, 
and teachers of a city—have a concern 
in the future of their downtown areas. 
The city’s trade associations should be 
very concerned. Trade unions have a 
heavy stake in building up the cen- 
tralized city industries that pay their 
members good wages. The newspapers 
may not even need to be reminded, but 
they, most of all, get their chief 
revenue from downtown businesses. 
Newspaper publishers in most cities in 
which beginnings in downtown re- 
newals have been made are up in front. 
Often they are leaders and in several 
cases the initiators of the renewal 


movements. Finally, the city adminis- 
trations themselves, whose very fu- 
ture depends upon the healthy growth 
of the city, should be the most en- 
thusiastic and sturdy backers of re- 
newal. 

Somebody in every community must 
take the initial step in solving this 
problem. That somebody usually has 
foresight and a strong sense of civic 
patriotism. In many cases, it is a re- 
tailer, a banker, a manufacturer, or a 
newspaperman. In still other cases, it 
has been the Mayor or City Manager. 
In future revivals it may be any of 
these, or others. It may be YOU. 

7. While the initiative as well as the 
major responsibilities for downtown 
renewal must be provided by individ- 
uals, there is the utmost need for full 
co-operation, not only of all interested 
persons, but also of all organized busi- 
ness groups such as Chambers of Com- 
merce, Boards of Trade, Merchants’ 
Associations, and “Fifth Avenue” As- 
sociations. The business associations 
must undertake to prod the laggards 
who might otherwise become free 
riders. 

8. The usual procedure, but by no 
means the only way in which to get 
started, has been to establish a Down- 
town Development Committee, a 
Downtown Civic Association, a Down- 
town Planning Association, or Urban 
Renewal Committee, made up of mem- 
bers and representatives from all in- 
terested groups, headed by the most 
capable leadership available. This com- 
mittee, whatever it is called, studies the 
downtown shopping area and draws up 
plans based on its findings. Then the 
real work begins. Some of the work 
will require outside expert services. 

(Continued on page 176) 
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the New York University School of 
Retailing. The students interviewed 
buyers of rugs and carpets in depart- 
ment and home furnishings stores in 
New York City, as well as in one large 
department store on Long Island, one 
in Boston, and a small rug and carpet 
store in Jersey City. Results showed a 
changing trend in the type of woven 
and tufted! rugs offered the customer 
today as compared with those stocked 
eighteen or even eight years ago. 


Recent Trends 


Woven rugs are made on a loom, 
while tufted rugs are made by punch- 
ing yarns into a fabric. Eighteen years 
ago neither the tufted room-size rugs 
nor tufted wall-to-wall floor coverings 
existed, and prior to World War II 
the tufted construction was mostly in 
the form of bath mats and sets. Now 
tufted carpets and rugs have risen 
from 21,146,000 square yards produced 
in 1951 to 100,175,000 square yards 


9 


manufactured in 1957.2 In 1939, Ax- 


1 Tufted carpets are made on the same principle 
that is applied by an ordinary sewing machine. The 
machine has literally thousands of needles that punch 
tufts of yarn of any fiber through a cloth backing. 
A layer of latex coats the back to hold the tufts in 
place. 

VELVET is a type of woven floor covering made on 
the plain harness loom. It may have cut or uncut 
pile that is not usually visible on the back of the 
carpet. 

A Witton is a kind of woven floor covering 
made on the Wilton loom with part of its pile 
buried or contained within the body of the carpet 
to give the fabric resilience, softness, thickness, and 
wearing quality. 

An AXMINSTER is a floor covering woven on an 
Axminster loom. It has cut “V’’-shaped pile unless 
the loom has been modified. The back is generally 
stiff (sized) so that the fabric rolls one way only. 
Frequently Axminsters are made in floral designs 
and multicolored effects, but may be in solid colors. 

2 American Carpet Institute, Basic Facts About 
the Carpet and Rug Industry, 1958 edition, Table 
IIT. 


minster carpets (see footnote 1.) com- 
posed 55 per cent of the total yardage 
produced, while in 1957 this type had 
steadily declined to 33 per cent of the 
total yardage. Most of the buyers in- 
terviewed reported that Axminsters ac- 
count for only 5 to 20 per cent of their 
sales. However, two large rug manu- 
facturers report that Axminsters are 
now sold mostly in the Middle West, 
South, and on the West Coast. 

Again a small rug and carpet store 
in Jersey City, which caters to a low 
income foreign population, living in 
multifamily dwellings, reported that 
Axminsters were far in the lead and 
accounted for 60 per cent of the vol- 
ume. The store owner estimated the 
percentage of sales by type as follows: 


Per Cent 


PE eee eds daw 60 
| ee ree ae 10 
Twist (velvet loom) ...... is 
NE re tGese ewe eiwats 10 
Ni kcte aith hein hh kik he 5 
eee 2 


Since Axminster most nearly ap- 
proximates a hand-woven rug in its 
variety of designs and colors, it is pos- 
sible that this foreign-born customer 
group prefers the multicolored pat- 
terned rug. The student did not see 
any solid-colored Axminsters in stock. 

Another type of rug that has gen- 
erally lost favor according to the stu- 
dents’ survey is the “Domestic Orien- 
tal” or sheen-type rug. The same is 
true of the hand-tied “Oriental,” which 
thirty years ago was a very important 
type, especially in the New York mar- 
ket. It is still appropriate with contem- 
porary décor and, as indicated later, 
some forecast its revival. 
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In contrast to the decline of the Ax- 
minster and sheen-type rug, the Wilton 
and the Velvet have shown rapid sales 
increases. 

The former rug represented 16 per 
cent of the United States rug produc- 
tion in 1939, increasing to 25 per cent 
in the 1954-1957 period, and students 
found this type represented 10 to 25 
per cent of department-store sales. 
There is evidence that foreign rugs, 
particularly Wiltons, are gaining in 
sales in this country. Customers like 
the luxuriousness of the Wilton and 
the carved patterns. Buyers told the 
students that the greater percentage 
of sales is in the higher priced stores. 

Velvets too have increased from 21 
per cent of the woven carpet produc- 
tion in 1939 to 41 per cent in 1957.* In- 
expensive to make, they wear well, are 
easy to clean, and come in a wide range 
of colors and textures. 

Another type of woven rug, the Che- 
nille, has not been an important fac- 
tor in the rug market. While it is a 
very thick, soft, durable carpeting, it is 
expensive because it requires two loom 
operations to make it, 1.e., one loom to 
weave the blanket that is later cut into 
caterpillar-like strips to form the pile 
of the rug, and the other loom to weave 
these strips into the base of the carpet. 
Some of the higher priced Chenilles are 
custom woven. 

Braided and hooked rugs represent 
another category of minor importance. 
In most areas they are bought because 
they are inexpensive, but in New Eng- 
land they are Americana. 

The words “rug” and “carpet” are 
often used interchangeably. Both 


* American Carpet Institute, Basic Facts About 
the Carpet Industry, 1958 edition. 


Fall 1958 


terms may refer to soft floor coverings 
made in any of the constructions dis- 
cussed above. A carpet, however, gen- 
erally refers to a fabric that covers the 
entire floor and is fastened to it wall 
to wall. It might also refer to a hall or 
to a stair carpet. A rug refers to a 
fabric laid on the floor but not fastened 
to it. Usually portions of floor show 
around the rug. Broadloom is a seam- 
less carpet in any type of construction 
woven on a broad loom from six to 
eighteen feet wide. It may be used 
wall to wall or cut into a rug of a 
definite size. 


New Price Emphasis 


A generation ago, a new rug rep- 
resented a major investment for the 
homemaker. Since it was expensive, the 
consumer expected many years of wear 
from her purchase. Wearing quality 
was of primary consideration. Today 
rugs have become fashion items. The 
sizes, colors, and patterns must fit into 
a planned décor. Prices must be rea- 
sonable enough so that when the home- 
maker tires of her furnishings she may 
be able to afford new ones. In fact, one 
large rug manufacturer feels that six 
years is about the length of time that 
a consumer expects to use a soft floor 
covering in a given room. This manu- 
facturer senses a trend to high fashion 
in carpets and rugs. Hence obso- 
lescence will be an important factor in 
increasing sales. 

Since the homemaker is interested in 
moderate priced rugs, the tufted vari- 
ety fits perfectly into the budget. A 
large mail-order house offered 9 x 12’ 
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rugs in the following fibers and prices 
in its fall and winter 1957 catalogue: ‘ 


TABLE I 

Type of 
Fiber Construction Price 

Viscose rayon and 

rer Tufted $69.95 
SD cs cau anaes Tufted 46.95 
Ae WO kica chess Axminster 89.95 
A ee Wilton 104.95 


From the above offerings, it will be 
noted that the tufted constructions are 
comparatively inexpensive. However, 
it cannot be concluded that all tufted 
rugs are cheaper than all woven rugs. 
The value of a rug depends not only 
upon the type of construction but also 
upon the quality of fibers, the weight 
of yarns, closeness and density of pile. 
Experts in this field will make it clear 
that no particular construction repre- 
sents a better quality than some other 
construction. The Carpet Institute 
conducts a series of eleven meetings 
for professional salesmen of carpeting.® 
At the very first meeting, salesmen are 
informed that Axminster, Velvet, Wil- 
ton, and Chenille are the weaves of the 
carpet and they get their names from 
the looms that produce them. Sales- 
men are told that just as there is an 
overlapping of quality and price in 
General Motors cars, Chevrolet, Pon- 
tiac, Buick, and Cadillac, so is there an 
overlapping of quality and price of 
carpet constructions. For example, a 
Chevrolet can cost more than a Pon- 
tiac if it has certain elaborate features 
that a simple model Pontiac does not 
have. Similarly a Velvet carpet, a rela- 
tively simple weave, if made with high 

‘This mail-order house did not include Velvet 
constructions. 


5 Carpet Sales Sessions, Carpet Institute Inc., 350 
Fifth Avenue, New York 1, N.Y. 


style textural features might be more 
costly than the conventional cut pile 
basic Axminster. 


Other Economy Appeals 


Today customers are achieving their 
desire for economy in three other 
ways: Trade-in allowances, the pur- 
chase of irregulars, and warehouse 
purchasing. 

The customer who has the “trade- 
in” bug is attracted by the store that 
allows a certain amount on the custom- 
er’s old rug when she purchases a new 
one, 

If the retailer has his own rug clean- 
ing and sewing equipment, old rugs 
can be reconditioned at a minimum 
cost. To display a reconditioned rug 
in its entirety, it is put on a swivel dis- 
play fixture which opens like the pages 
of a book standing on end. New rugs 
are sometimes mixed with the recon- 
ditioned and each properly labeled. 
One retailer finds that customers see 
what a little more money is required to 
buy a new rug. So the new one sells. 

Still another appeal is the carpet sale 
that features slightly irregular mer- 
chandise—minute irregularities which 
the store claims will not impair wear 
or beauty. For example, a slightly ir- 
regular three ply twist broadloom, a 
top brand, was advertised recently by a 
New York department store in a New 
York Sunday paper. It was 70 per 
cent wool and 30 per cent nylon 
“guaranteed to outwear any wool car- 
pet of comparable quality, priced at 
$6.00 per square yard; if perfect it 
would have been priced at $11.98.” 

A carpet company with regional 


warehouses can offer an appreciable 
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saving by selling at the warehouse. 
Furthermore, it may offer a high pile 
wool Velvet in eight different colors, 
regularly retailing for $19.50 a square 
yard for $11.95; or a three-ply wool 
twist, a national mill’s best seller, regu- 
larly retailing for $11.00 a square yard 
for $7.95. All the purchaser has to do 
is to drive to one of the regional ware- 
houses (perhaps an hour’s drive to the 
suburbs) to get his broadloom. 

Customers save, too, by buying rem- 
nants of carpeting for use in door- 
ways, on stairs, in bedrooms, or for 
scatter rugs. Retailers also procure 
and sell samples of manufacturers’ 
numbers at most attractive prices. 
These samples can be used in front of 
divans, doors, chairs, and where traffic 
is heavy to protect a carpet or a floor 
underneath. 


Textural Appeal 


The texture of a carpet or rug re- 
fers to its surface. Surface tufts of 
yarn in the form of pile stand erect 
from the base of the carpet. The ends 
of pile may be cut or uncut (looped). 
Interesting and appealing textures may 
be created by varying the heights of 
cut and looped pile. High-low loop 
pile is sometimes called “random tex- 
tured.” A sculptured effect (often 
called “carving” ) is achieved by weav- 
ing the rug in a Jacquard design using 
different heights of pile. 

Textural effects have been applied to 
the Velvet, Tufted, and Wilton con- 
struction and this change partly ex- 
plains their popularity. 

In the Velvet construction, wires like 
corkscrews are used to construct the 
pile. When the wires are withdrawn, 
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straight rows combining high and low 
pile are made. When a tightly twisted 
yarn is used in a solid color with the 
pile cut short (low), a pebbly effect is 
created. This texture, common in Vel- 
vets, is a good surface for hiding foot- 
prints. Then, too, a solid-colored cut 
pile Velvet can be so closely woven that 
it looks like plush. Nubby yarns in 
nylon carpets make an appealing sur- 
face. One manufacturer produces a 
honeycomb texture in high style color- 
ing. 

In the popular tufted construction, 
done on what might be called a “giant 
sewing machine,” thousands of needles 
punch tufts of yarn through a woven 
cloth backing. Such a machine is capa- 
ble of producing 24 yards of 15-foot 
broadloom a minute.* The back of the 
fabrics is finally coated with latex 
that holds in the tufts and keeps the 
rug from slipping. Varied textures can 
be created through high and low loops. 
Pile may be either cut or looped or 
both types combined in a single rug. 

Textural possibilities are practically 
unlimited in the Wilton. Since a Jac- 
quard design is possible in this type of 
rug, both cut and looped pile can ap- 
pear at different levels so that many 
different heights of pile of different 
types are often used in one piece of 
carpeting. Sculptured effects or carved 
design called “embossed carpet,” done 
in solid or multicolored yarn, are typi- 
cal of the Wilton. 

Until recently, the Axminster has 
not been given special textural effects. 
This may be one reason for its decline 
in popularity. An innovation to achieve 
a high-low pile is now possible by com- 


* Cotton Carpets, National Cotton Council, New 
York City. 








138 JOURNAL OF RETAILING 


TABLE Il 


Resistance to 
Abrasive Wear Resilience 


100% Lofted Filament 


pS a . Good Very good 
100% Acrylic (Acrilan, 
Dynel, Verel) ....... Equal to wool Good to excellent—depends upon specific 
acrylic 
100% Cotton . ..isceses Excellent Low, but gives satisfactory performance in 
special constructions designed for this fiber 
100% Nylon .......... Exceptional Good in proper construction; can be excellent 
100% RAVOR 2.250500: Poor to fair Usually fair to poor, except some new types. 


Improves with density of construction 


Rayon Acetate Blend... Good See 100% Rayon 


Rayon-Nylon Blend .... Good See 100% Rayon 
100% Solution-Dyed 

a eee ee ee See 100% Rayon See 100% Rayon 
100% “Super L” 

PORTE Ee . Good Less than wool 
100% Wool .......... - Good Excellent 
Wool-Nylon Blend .... Usualy good to excel- Excellent 

lent 


Slightly less than 100% Wool in equivalent 
construction 


Wool-Rayon Blend .... Good 


Wool, Rayon-Nylon 


FE vébacccsvansns . Good to excellent, de- Fair to excellent, depending upon blend pro- 
pending upon blend portion and construction 
proportion 


T Registered trade-mark of American Viscose Corporation. 


have appeared in soft floor coverings 
within the last six years. Until then, 


bining straight yarns and yarns in re- 
verse twist that can be cut, after weav- 





ing, to the same height of pile. The 
latter type yarns are then shrunk by 
steaming the entire fabric and drying 
it. Since the Axminster loom can pro- 
duce carpets economically, Axminsters 
can be sold at moderate prices. It does 
not necessarily follow that the Ax- 
minster construction produces only a 
medium quality rug. 


Fiber Appeal 


The homemaker who wishes to buy 
a new rug or carpet is confronted with 
a whole gamut of new fibers, which 


there were primarily wool, cotton, jute, 
and grass-like fibers. Now there is 
carpet rayon (a toughened fiber), ny- 
lon, Acrilan, dynel, and Saran to 
choose from. These man-made fibers 
are blended (mixed) with each other 
or with wool. While wool rugs and 
carpets are still most used in the Ameri- 
can home, cotton and the synthetic 
fibers are on the increase. In living 
rooms, 82 per cent of the room size 
soft floor coverings were wool in 
1957.8 Cotton ranked second with 


8 American Carpet Institute, Basic Facts About 
the Carpet and Rug Industry, 1958 edition, p. 12. 
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about 7 per cent of the total. Since the 
United States has to import its wool 
(we produce only clothing wool here), 
the advent of the synthetic fibers and 
the increased use of cotton are welcome 
boons to the carpet industry. With 
China cut off as a source of carpet 
wool from the time of the Korean con- 
flict, we now import from Argentina, 
India, Pakistan, the Near East, and 
New Zealand. International relations 
may affect our importing as well as ex- 
port duties and quotas. Hence, with 
man-made fibers that we can tailor- 
make in the quantities we need, the 
carpet industry can offer the public 
unique textures, desirable colors, and 
features not possible before. 

3ut no one fiber fits every custo- 
mer’s needs. As one manufacturer ad- 
vertises, “It’s not only the fiber—it’s 
how you use it!” For instance, certain 
fibers or blends are more suitable than 
others for areas of heavy traffic (sce 
Table II *). 

Other properties of the fibers such 
as soil resistance, cleanability, adapt- 
ability to color, and the effect of com- 
mon household acids and solvents are 
covered in the complete chart referred 
to in footnote 9. 


Appeal of Wearing Quality 


To be sure, fibers per se are not the 
sole determinants of wearing quality 
any more than weave is. In addition 
to the kind and grade of fibers used, 
the quality of a carpet depends on 
quality of yarns, closeness of weave, 

®This table is a reproduction of the chart on 
“Ready-Answers to Commonly Asked Questions as 
to Carpet Contents,’ Home Furnishings Daily (New 


York: Fairchild Publications), April 7, 1958, Sec- 
tion 2, p. 18. 
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height of pile, and construction of the 
back.*° Carpet wool yarns are either 
woolen or worsted. Woolen yarns are 
composed of fibers of different lengths 
(about five times as long as woolens) 
that are laid parallel. Worsted yarns 
are smaller, have less twist, are more 
wiry, more glossy, and are stronger 
than woolen yarns. Either yarn may 
be used in any rug construction. 

Single strands of yarn are often 
plied together in from two to six plies. 
For instance, twist rugs are advertised 
to the consumer as “two or three ply.” 
Tweed-like or striated effects are pos- 
sible by using different colored single 
yarns to form the plies. To judge the 
durability of yarn, the weight or thick- 
ness of its single strand should be con- 
sidered, not simply whether it is two 
or three ply. The weight of the yarn, 
the number of pile yarns, and the rows 
of pile per inch affect the density of the 
pile. Even as the individual trees in 
a forest cannot fall over completely be- 
cause trees growing so closely together 
support each other, so a dense pile im- 
proves a carpet’s resilience to wear. 
Height of pile varies. High-low pile 
in a rug is stylish. A very long pile 
flattens and often shows footprints 
quicker than low pile. Resiliency of 
the fibers is also a factor here. High- 
pile rugs are usually more difficult to 
clean than low-pile rugs. Finally, a 
close, firmly woven backing forms the 
foundation of the carpet and supports 
the pile. Backings are commonly made 
of jute, Kraftcord (a tightly twisted 
yarn made from American wood pulp), 
cotton, wool, and rayon. 

10 Tsabel B. Wingate, Textile Fabrics and Their 


Selection (4th ed., New York, Prentice-Hall, Inc., 
1955), pp. 608-11. 
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Appeal of Size 


Over the past few years, larger rugs 
have been in vogue. Broadlooms, in 
particular, have met the demand for 
covering more of the floor space. Stu- 
dents who made the survey mentioned 
earlier in this article found that stores 
were selling larger size carpets and 
rugs than they were ten years ago, with 
a great demand for wall-to-wall instal- 
lations. This style has helped manu- 
facturers’ sales materially. However, 
some buyers felt that this demand had 
reached its height, and customers are 
already becoming interested in showing 
a little bit of floor around the floor 
covering. 

Buyers told students that there has 
been an increase in both the width and 
length of precut rugs. There has also 
been a restriction of the number of rug 
sizes offered the consumer. For in- 
stance, students were told that the 8* x 
10° is found mostly in Oriental rugs. 
The 4°x 6° is sold mostly in summer 
and the bedside rugs. Since the stu- 
dent survey referred to in this report 
was aimed primarily at finding out the 
fate of the Axminster, the students 
asked retail buyers what sizes they 
carry in Axminster. Nine of the stores 
visited agreed that the 9’ x12’ size in 
Axminster was the most important 
size to stock in view of current accep- 
tance. Six stores felt that the 27” x 
54” was second in importance; four 
put the 12’x15’ third. Other sizes 
considered important were % x6’, 12’ 
x15’, and 4’x6’. The former Ax- 
minster size 8’ X10 and the 22” x 36” 
now seem unimportant. In fact, a large 
New York department store sells all 
sizes over 12’X6’ from samples. It 


keeps no stock of these sizes. The 
buyer in a large department store in 
Boston said that the 8*x10* and the 
4° x 6° have just about been eliminated. 
He has not added any new sizes re- 
cently, although one of the largest rug 
manufacturers has added a 15’x 17’. 
This buyer thinks this size to be im- 
practical. 

Judging from the eleven stores in 
the student survey, the average num- 
ber of sizes of cut rugs stocked were 
seven to eight. The present tendency 
to stock fewer basic sizes is a healthy 
sign of intelligent selectivity: to sell 
more and more from samples, to con- 
centrate on cut order sales, to let the 
dealer carry a full range of sizes on 
which a buyer can get a quick delivery. 
While a few manufacturers sell direct 
to retailers, many sell through dealers 
who act as distributors in a given area 
and send their well-trained salesmen to 
the retail stores. With the multiplicity 
of styles, colors, sizes, and textures, 
manufacturers and distributors have 
virtually had to finance the inventory 
of some department stores, because 
stores could not afford to carry stock 
in all varieties. Specialty rug and car- 
pet stores have become virtually sample 
stores. 


Ease-in-Care Appeal 


Homemakers are impressed with 
such features as easy cleanability, soil 
and fade resistance, and moth repel- 
lency. In addition to the low price of 
cotton rugs, cleanability is a potent ap- 
peal. Cotton rugs, if not too large, 
can be washed in an automatic washer 
at home. In fact, cotton responds very 
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well to plant or to laundry cleaning, but 
not all cleaners are equipped to clean 
cotton on location—that is, on the floor 
where the rug is in use.(See footnote 
9 on page 139.) The acrylic fiber car- 
pet made of Acrilan or Dynel (partial 
acrylic) or of Verel (modified acrylic ) 
each have properties which differ from 
the other, but most acrylic carpets re- 
spond satisfactorily to standard meth- 
ods of cleaning. Carpets of 100 per 
cent nylon are very easy to spot-clean, 
and can be cleaned easily in a plant or 
on location. Similarly, wool can be 
cleaned without difficulty, but alkaline 
detergents should be avoided. Special 
precautions should be taken on wetting, 
drying, and fluffing, but 100 per cent 
carpet rayon can be cleaned in a plant 
or on location.’? Rayons and acetates 
that are solution-dyed have their color 
sealed in so that fastness to light is 
certain. The man-made and cotton 
fibers are not palatable to moths so 
mothproofing is unnecessary. Like- 
wise, a colorless finish that keeps the 
soil ‘on top” of the carpet so that dirt 
can be swept away can now be applied 
to all types of woven and tufted car- 


pets. 


A Glimpse into the Future 


1. The man-made fibers will prob- 
ably become even more important than 
they are today. Man-made fibers were 
32.8 per cent and wool 50.8 per cent of 
carpet production in 1956, but in 1957 
the man-made fibers had reached 40 
per cent and the wool had dropped to 
44 per cent.'? Blends of wool and syn- 

11 See Table referred to in footnote 9. 

12 American Carpet Institute, Inc. Estimated resi- 


dential and commercial carpet (includes auto and 
aero uses). 
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thetics will probably become even more 
important. 

2. The era of wall-to-wall soft floor 
coverings may possibly give way to a 
decorator’s trend toward area rugs 
with a considerable amount of floor 
exposed (if the floors are attractive). 
In the future, an area rug in brilliant 
colors or in patterns may point up a 
section of a room. Modern architec- 
tural plans provide large rooms with 
parts of each used for different pur- 
poses. A large “family room” might 
encompass cooking and dining func- 
tions as well as space for relaxation 
and conversation. Each of these func- 
tions or areas can be set off by an ap- 
propriate area rug. Whether this 
decorator’s trend will ultimately domi- 
nate the demand in rugs is still uncer- 
tain. 

3. Colors in rugs tend to be soft and 
more subtle but a little clearer and 
brighter than what they have been. 
There seems to be a trend away from 
stark simplicity and toward the pat- 
terned look in soft floor coverings. 
Carved designs in acrylic area rugs and 
interesting patterned carpets have al- 
ready made fashion news. 

4. The Axminster type rug may in- 
crease in importance again with the 
new interest in patterned effects. Al- 
ready one mill has styled an acrylic- 
nylon blend Axmin:ter with an all-over 
design in contemporary colors. 

5. The tufted rugs are here to stay 
and will increase in importance. In 
1957, the tufted type amounted to 50 
per cent of the total carpet and rug 
production.'* This kind of floor cover- 
ing offers varied styles at attractive 
prices. 


18 See Table referred to in footnote 9. 
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6. Retail stores will probably carry 
stocks only in basic floor coverings. 
With the increased variety in all lines 
and with the expanded number of 
manufacturers—through the increase 
in tufted production—a store cannot 
carry a deep stock of all major lines. 
It must concentrate more on cut orders. 
The retail buyer will probably be more 
selective. He will not need to stock 
every color, texture, backing, and syn- 
thetic. He will instruct his salesmen in 
style and in merchandise facts so they 
can do a more efficient selling job. The 
trend away from “weave” nomencla- 
ture makes good salesmanship impera- 
tive because the customer is confused 
by so many styles in textures, patterns, 
and colors. In fact, it may become 
desirable to stop setting up stock classi- 
fications by weave, such as tufted, Vel- 
vet, etc. From the customer’s point of 
view, a classification based upon tex- 
ture, color, size, and price is more 
meaningful and may lead to a smaller 
merchandise investment. 

7. Selling rugs in the home may in- 
crease as competition tightens. The 
competent salesman with sample case 
can show his fabrics in the setting 
where a carpet will be used. The cus- 
tomer can visualize how the article will 
appear and the salesman can more ef- 
fectively point out its merits for the 
particular home. Often he can con- 
structively emphasize the advantages 
of a higher priced carpet than a home- 
maker originally planned to buy. 

8. The retailer will probably still be 
faced with the current problems of ef- 





fective display, trade-ins, credit, appro- 
priate and adequate selection of stock, 
and more careful training of sales- 
people. The possibility of including 
carpeting in F.H.A. mortgages may 
open a new area of selling. But this, 
too, would bring new problems. 


Conclusion 


It is not enough for the retail buyer 
of rugs to buy from a plan that is even 
six months old. He must revise his 
plan constantly because new fibers and 
blends and styles in colors and textures 
are changing faster than ever before in 
the soft floor covering field. Con- 
sumers are learning more about color, 
design, fabrics, and principles of home 
decoration. Magazines, columns in 
newspapers, television and radio, retail 
advertising and displays have enlight- 
ened them to the point that they know 
what color and texture they want when 
they visit a store. The buyer must ac- 
quaint his salespeople with informa- 
tion about the merchandise before the 
customer reaches the store. There is 
no excuse on the part of buyers for 
misinformation or for a lack of infor- 
mation about the merchandise. Their 
market resources have a wealth of 
merchandise manuals, visual aids, films, 
and even executives who will gladly 
help a buyer instruct his salespeople. 

The successful retail buyer is the 
one who makes use of the help avail- 
able to him through his market re- 
sources. 
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The American Retailer — 
Subservient to the Public? 


STANLEY C. HOLLANDER 
Michigan State University 





types of merchandise. 





Professor Hollander explores here the question of whether or not 
a subservient attitude toward customers is inherent in the nature of 
retailing. He considers historical, psychological, and current socio- 
logical aspects of this question, comparing today’s shoppers with 
those of earlier periods. Considerable attention is given to research 
on present-day consumer motivation by Blankertz, by the editors 
of Fortune, by Thorndike, and by Bergler, Implicit throughout ts 
recognition of how different types of customers will be attracted by 


different types of store service just as they are attracted by different 








Two thousand years ago retailers 
ranked at, or near, the bottom of the 
social scale, The Greek and Roman 
philosophers may have regarded retail- 
ing as a necessary evil, but they had 
little feeling, other than contempt, for 
the merchandiser. Plato, for example, 
felt retailing should be confined to 
“those weakest in bodily strength and, 
therefore, of little use for any other 
purpose,” and ranked retailers as 
“servants little above the dullest class 
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of hirelings.” * During the Middle Ages 
the scholastic philosophers seemed to 
hold about the same views as did their 
Graeco-Roman predecessors and au- 


1The Republic, Book II. Interesting collections 
of similar views from ancient and some medieval 
writers can be found in such sources as Paul H. 
Nystrom, Economics of Retailing (3d ed.; New 
York: Ronald Press Company, 1930); Edmund 
Whitaker, History of Economic Doctrines (New 
York: Longmans, Green and Company, Inc., 1951); 
William F. Kelley, “The Development of Early 
Thought in Marketing and Promotion,”’ The Jour- 
nal of Marketing, July 1956, pp. 62-67. 
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thorities. Public opinion of retailing 
probably exhibited a fairly close re- 
semblance to the philosophers’ views ; 
certainly we know of few, if any, an- 
cient or medieval retailers who were 
considered eminent citizens or leading 
figures in their day. 

The humble origins of the retailing 
profession may be considered simply 
as an interesting fact without any par- 
ticular modern significance. Or, the 
same origins may be viewed as a source 
of satisfactions to today’s large-scale 
merchant who feels some sense of pride 
in the way the business has developed. 
But this humble historical background 
may also have some fairly important 
implications for contemporary mer- 
chandising. This article seeks to ex- 
plore those implications with particular 
reference to the recruiting and training 
of retail personnel and to the conduct 
of retail businesses. 


Is Subservience Necessary? 


The basic questions are whether re- 
tailers are, or should be, subservient 
because of the historical degradation of 
the merchant and whether customers 
consequently expect a deferential or 
servile attitude. At least one modern 
sociologist seems to feel that the an- 
swers to these questions are affirma- 
tive, and we will be able to note reflec- 
tions of the same thinking in many 
other writers. Caplow, discussing the 
fact that American retailers, unlike 
their European counterparts, often live 
some distance from their stores, com- 
ments : 


One basic motive for separation is 
that the norms of deference im- 


posed on the shopkeeper prevent 
him from displaying a distinctly 
higher status than his customers, 
while his aspirations toward the 
role of businessman impel him to 
do so.” 


Consequently, the retailer who wishes 
to live and enjoy himself in business- 
class surroundings and in the style to 
which his success has entitled him has 
to get out of the neighborhood and 
become anonymous, so far as his cus- 
tomers are concerned. In the store, 
however, according to this point of 
view, deference is still essential : 


. . . personal relations with custo- 
mers are often the decisive factor 
in the history of a retail business. 
. . . The merchant is expected to 
minimize his status and exaggerate 
that of the customer by exagger- 
ated forms of deference, by yield- 
ing in minor arguments, by ex- 
pressing more interest in the cus- 
tomer’s personal affairs than the 
customer is expected to show in 
his, and by small personal serv- 
a 


A well-known study of one commu- 
nity within a large metropolis seems to 
provide a neatly corroborative example 
of this position: 


The storekeeper’s status in the 
community depended in part on 
his type of store. Those who 
served the apartment population 
gained no local status thereby, 


2 Theodore Caplow, The Sociology of Work (Min- 
neapolis: University of Minnesota Press, 1954), 
pp. 128-29. Although the text is by no means clear 
on this point, Caplow possibly may be referring 
only, or especially, to smaller retailers. The tend- 
ency to lump all merchants together, both large and 
small, is a common characteristic of much of the 
literature. 

8 Tbid., p. 119. 
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whether they resided locally or kept 
their residence outside. Among the 
more prosperous of the old store- 
keepers, a number had moved to 
Brooklyn and commuted to work, 
while others had stayed, declaring 
that their property was not safe 
in the neighborhood unless they 
were there to watch it. On the 
whole, it was the smaller, less pre- 
tentious of the shopkeepers who 
retained their local residence, and, 
with few exceptions, they were not 
distinguished from their neighbors 
by either their wealth or social 
position.* 


Social Status and Shopping 
Expectations 


In an extremely interesting speech, 
to which we shall return later, the well- 
known marketing research director of 
the Chicago Tribune, Pierre D. Marti- 
neau, postulated a subservient relation- 
ship between salespeople and some cus- 
tomers: “The lower status shopper 
expects the clerks to be ‘just people.’ 
The upper middle-class woman expects 
them to be high-salaried servants.” ® 

Certain patterns of marketing be- 
havior seem to be associated with the 
view that extreme deference is the key- 
note of retailer-customer relations. The 


‘Caroline F. Ware, Greenwich Village, 1920-1930 
(Boston: Houghton-Miffin Company, 1935), p. 64. 
Miss Ware does not consider whether the successful 
storekeepers moved because of inability to retain 
trade while enjoying their prosperity or whether 
possibly they were the only ones who could afford to 
move or whether there might have been other reas- 
ons for moving, such as the desire to be near friends 
or family. 

5 Robert L. Clewett (ed.), ‘“‘The Pattern of Social 
Classes,” Marketing’s Role in Scientific Manage- 
ment (Chicago: American Marketing Association, 
1957), p. 242. 
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writer has heard one automotive execu- 
tive state that his company, as a result 
of motivation studies, seeks dealers 
who are obviously substantial enough 
to stay in business and to reassure the 
customer that service will be available 
in future years, but who at the same 
time do not seem superior to, or re- 
moved from, the company’s working- 
class customers. The firm avowedly 
shuns retailers who will advertise them- 
selves as “the largest dealer in the com- 
munity” or otherwise obviously dis- 
play dominance and status. One of the 
editors of Fortune has observed that 
“What is really lacking in the salesper- 
son is a sense of individual dignity.” ® 
Professor Beckley has pointed out the 
way in which failure to protect the 
status of the employee and to insist 
that “the customer is always right’’ has 
complicated the human relations prob- 
lems of retail management.’ The im- 
pact of status considerations upon 
recruiting, at both the clerical and ex- 
ecutive levels, needs little elaboration. 

If retailing really is a task for high- 
or medium-grade servants and success- 
ful operation really is dependent upon 
obsequiousness, deference, and subordi- 
nation, then retailers and _ retailing 
teachers should face up to the unpleas- 
ant truths. There is considerable evi- 
dence, however, that this is not the 
whole story. 


® William H. Whyte, Jr., ““What’s Wrong with 
Retail Salesmanship,” in Why Do People Buy: A 
Close Look at Selling (New York: McGraw-Hill 
Book Company, 1953), p. 59. 

™Donald K. Beckley, “Identifying Problems of 
Human Relations in Retailing,’”” The Journal of 
Marketing, July 1955, pp. 51-53. 
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Influence of Industrial Revolution 


For instance, the historical argument 
for subservience based on the theory of 
a “humble origin” tends to ignore the 
influence of the industrial revolution 
on social status. An eminent British 
economic historian has maintained that 
retailing became “middle class” with 
industrialization : 


This advancing middle-class group 
speedily produced its effects on 
other parts of the social structure. 
With its expanding consuming 
power and rising standards of liv- 
ing, it transformed the market for 
consumers’ goods and services. It 
needed many more superior shop- 
keepers and master craftsmen to 
minister to its needs, and brought 
into being a host of shops which 
set out to do a predominantly mid- 
dle-class trade. At the same time it 
required more attorneys and solici- 
tors, more medical men a cut above 
the ordinary country surgeon or 
apothecary, more ministers of re- 
ligion, especially in Great Britain 
of nonconformist persuasions, and 
presently more schoolmasters and 
schoolmistresses capable of giving 
its children a sound middle-class 
education. The professions and 
the superior tradesmen, hitherto 
mainly dependent on upper-class 
custom, came to provide more and 
more for middle-class needs and 
became therewith themselves more 
and more “middle class.” * 


We can also turn to studies of con- 
sumer attitudes, motivation, and be- 
havior to see what we can learn about 
customer expectations of store service. 
The literature on store selection is 

8G. D. H. Cole, “The Conception of the Middle- 


Class,” British Journal of Sociology, 1950, pp. 


279-80. 


amazingly sparse, and what does exist 
provides contradictory evidence. 

Undoubtedly many more studies have 
been made than have been published, 
since private research is often consid- 
ered confidential. Undoubtedly, also, 
the enormous difficulties of truly ascer- 
taining why people patronize particu- 
lar stores have, or should have, de- 
terred some of the studies. Blankertz 
has shown how the expressed rankings 
of Philadelphia stores, made by a very 
carefully selected sample of charge ac- 
count customers, failed to correspond 
at all meaningfully with the shopping 
behavior of the universe from which 
that sample was drawn. He concluded 
that expressed explanations for store 
preferences are often simply pleasant 
rationalizations for past behavior.®° 

Nevertheless it seems that neither 
merchants nor students of retailing 
have gathered as much information as 
they should on who shops where, and 
why. This lack has been noted many 
times without very much response, al- 
though the recent surge of interest in 
motivation research seems finally to 
have evoked some stimulating work on 
the problem. 


Psychological Studies 


To some psychologists and psychi- 
atrists, apparently, the retailer-con- 
sumer relationship often seems a con- 


® Donald F. Blankertz, “‘Motivation and Rationali- 
zation in Retail Buying,’’ Public Opinion Quarterly, 
Winter 1949-1950, pp. 659-68. The value scales 
on which the sample was requested to rate the 
stores apparently did not include location, which 
seemed to be crucial when actual behavior was meas- 
ured, since customers seemed to concentrate their 
shopping in one of the two clusters that charac- 
terize Philadelphia's downtown department stores. 


cist 


ive 
ed, 
id- 


er 
ng 


as 


‘i- 
n- 
- 


li- 
ly, 
es 


SUBSERVIENT RETAILER? 147 


test from which the customer wishes 
to emerge with a feeling of triumph 
(according to Thorndike) *° or some- 
times a masochistic feeling of defeat 
(according to Bergler).‘t Thorndike 
argues that the “flattery and servility 
of the old-time shopkeeper’ has been 
replaced by discounts, bargain offers, 
trading stamps, and added services, all 
of which appeal to the customer’s 
“great pride in a laborious astute- 
ness in [petty] bargaining.” Econo- 
mists and moralists may scorn “that 
miserable ingenuity,” but : 


we shall not get rid of it by 
scorning it, We must either cure 
people of the cravings to which it 
appeals, or satisfy those cravings 
in some better way. One better 
way, though doubtless not the 
best, is for the buyer to have il- 
lusory feelings of sagacity, power, 
and victory by choosing from sev- 
eral mail-order catalogues, or from 
the offerings of several shops, even 
though he gets no economic ad- 
vantage from the use of his 
time.” ** 


The act of buying is for the bargain 
hunter not a rational situation but a 
battle of wits. He tries to outsmart the 
seller who, on the other hand, seeks to 
give him, the involuntary “sucker,” 
the narcissistic illusion of triumph. 
That many people buy for the sake of a 


10 E. L. Thorndike, Human Nature and the Social 
Order (New York: The Macmillan Company, 1940), 
pp. 626-28. 

11 Edmund Bergler, ‘‘Psychopathology of ‘Bargain 
Hunters,’ ’’ Journal of Psychopathology, April 1947. 

2Cf., Gilbert Burck, “What Makes Women 
Buy?” Fortune, August 1956, pp. 93 ff. Donald F. 
3lankertz, “‘Mr. Retailer, What Do You Know 
About Your Customers?”, JourNaL oF RETAILING, 
Spring 1950, pp. 28 ff. 


Fall 1958 


bargain and not because of need is 
intuitively known to every merchan- 
diser; he bases his “sales” on _ that 
fact. 


Study of English Customers 


Others, while not going as far as 
Thorndike and Bergler, still see the 
retail salesman supporting the cus- 
tomer’s ego. When she first came to 
England in the 1930’s, Marie Jahoda, 
eminent European psychologist, con- 
ducted an extensive marketing research 
study for Messers. P. E. Gane, Ltd., 
large-scale manufacturing retailers of 
furniture in Bristol and Newport, Eng- 
land. Her study, which is filled with 
rich detail on consumer reactions to the 
stores and their merchandise, was re- 
leased for publication after the war and 
appeared as Section III of The Socio- 
logical Review (a British journal) 
for 1946, under the title, “The Con- 
sumer’s Attitude Towards Furniture.” 
The report is filled with references to 
an “atmosphere of personal service and 
personal interest in every customer” as 
one of the firm’s strong points in com- 
peting with other local shops and with 
the major London outlets. However, 
she also notes that many customers are 
affected by a fear of seeming inferior 
or unknowledgeable or tasteless to the 
salespeople, which is a rather different 
thing from a desire to be superior : 

There are a number of stories 

which illustrate something that 


could be called “the inferiority 
complex of the customer.” Sales- 


18 Bergler, op. cit., p. 623. 
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men have to realize that such a 
thing exists and take it into ac- 
count in dealing with customers.** 


Several American Studies 


Joseph H. Newman has reported mo- 
tivational studies made for the Jewel 
Tea Company that emphasized the 
housewife’s “need to feel important, to 
feel that she was in control of the sales 
visit, and to feel that she was an effi- 
cient shopper... .”*5 Burleigh Gar- 
ner has also mentioned a_house-to- 
house firm (not identified) which 
learned that attempts on the part of 
salesmen to increase sales merely al- 
ienated customers and that “it was nec- 
essary to emphasize the role of the 
salesman in serving the customer.” *° 
Ernest Dichter, another well-known 
figure in motivation research, has an- 
nounced somewhat similar results from 
a study of shopping behavior, although 
many details are hazy in his account of 
the study: 


Actually proximity had very little 
to do with store selection. We 
found stores convenient to apart- 
ment houses and residential neigh- 
borhoods which were “isolated,” 
that were shunned by the neigh- 
borhood, although they were clean 
and carried standard merchandise. 
They were avoided because the 
owners or sales personnel were 
considered intruders, they had 
failed to establish a sympathetic 
relationship with their neighbors.*” 


14 Op. cit., p. 31. Martineau reported the same 
attitude among Chicago shoppers, pp. 234-41. 

15 Joseph H. Newman, ‘‘New Insights, New Prog- 
ress, For Marketing,” Harvard Business Review, 
November-December 1957, p. 101. 

16 “‘How the Social Sciences Are Used in Adver- 
tising,”’ Printers’ Ink, December 11, 1953, p. 60. 

17*The Real Reasons Why People Buy,’’ Adver- 
tising and Selling, July 1948, p. 560. 


On the other hand, considerable evi- 
dence exists that such “rational” fac- 
tors as convenience of location, mer- 
chandise assortment, and prices will ex- 
ert tremendous influence on shopping 
behavior. Such studies tend to support 
the view that shopping is instrumental 
behavior, carried on to accomplish the 
job of assembling a collection of mer- 
chandise with a minimum expenditure 
of time and money, rather than an end, 
pursued for the sheer joy of the activ- 
ity itself: 

While shopping is still a pleasure 
to some consumers, there is evi- 
dence that, with the multiplication 
of alternative activities, there is 
mounting distaste on the part of 
both men and women for the labor 
of buying things, a desire to sim- 
plify and to expedite the process 
as much as possible.*® 


Retail gravitation studies and the 
whole literature that has grown out of 
“Reilly’s Law” indicate that simple 
unwillingness to travel “excessive” dis- 
tances sets important limits upon store 
selection. These studies, it is true, do 
not indicate which individual stores 
will be patronized and which ones re- 
jected in any particular shopping dis- 
trict, but they do indicate that “‘a fairly 
convenient” location is usually a pre- 
requisite to patronage. 

Alderson & Sessions, a Philadelphia 
marketing research firm, created an 
ingenious shopping game that was 
played by the housewives on its con- 
tinuing family outlook panel. The 
game seemed to indicate that women 


18 Robert S. Lynd, ‘“‘The People as Consumers,” 
Recent Social Trends (Report of the President's 
Research Committee on Social Trends [New York: 
McGraw-Hill Book Company, 1933}]), Vol. II, 
p. 910. 
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preferred to shop in stores having 
either a very wide or a very deep selec- 
tion of merchandise and very few or 
very many price lines, and tended to 
avoid stores of an “in-between”’ or inde- 
terminate character. The actual pur- 
chasing activities recorded by panel 
members seemed to substantiate the 
experimental results.’° The conclusion 
drawn from the experiment and from 
discussions with the panel seemed to 
be that women disliked most shopping 
work and tried to patronize the stores 
they felt were likely to supply them 
upon the first visit. Thus, these shop- 
pers were seeking to minimize the time 
and labor input given to the shopping 
activity. Alderson concluded : 


The instrumental skill of the 
American household involves ra- 
tional foresight and skill in prob- 
lem solving. The realization that 
buyers come into the market to 
solve problems is more reliable 
than the notion that selling is sim- 
ply a matter of implanting habits 
or taking advantage of impulses 
in passive and muddleheaded con- 
sumers. A product, a service, or a 
retail store must function to sur- 
vive the test of the market.”° 


1 This experiment has been reported in a num- 
ber of sources, an indication perhaps both of the 
experiment’s ingenuity and of the dearth of re- 
portable studies in this field. See, ‘When a Woman 
Shops, What’s on Her Mind?”, Printers’ Ink, 
January 20, 1956, pp. 20 ff.; Gilbert Burck, ‘‘What 
Makes Women Buy?”, Fortune, August 1956, pp. 
176-77; ‘Getting Inside the Shopper’s Mind,”’ 
Business Week, November 12, 1955, pp. 58 ff.; 
Wroe Alderson, Marketing Behavior and Executive 
Action (Homewood, Illinois: Richard D. Irwin, 
Inc., 1957), p. 183. However, the fullest discussion 
available appears in the firm’s house organ, Cost 
and Profit Outlook, February 1956, under the title, 
“Experimental Research in Consumer Behavior.” 

% Marketing Behavior and Executive Action, 
p. 184. 
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None of the studies described above 
or below, however, seems to take into 
account all the variables which may, 
and which often are, credited with 
affecting the retailer-customer relation- 
ship. The factors that have seemed sig- 
nificant to at least some students in- 
clude such matters as community size, 
customer class, and customer attitudes 
and personality. Probably other fac- 
tors, such as merchandise category and 
size of purchase, are equally relevant. 


Influence of Community 


The size of the relevant community, 
and the extent to which social and busi- 
ness relationships are intertwined, seem 
to have impressed a number of writers. 
According to this view, the small-town 
retailer must arrange his life to suit his 
customers. 


It is of no small importance that 
the people not only like him [the 
small town merchant] and _ his 
clerks and delivery men but his 
wife and relatives as well. So nec- 
essary is the required personal re- 
lationship that he and his family 
must deliberately try to cultivate 
pleasant, if not intimate, relation- 
ships with everyone and_ tact- 
fully avoid any relationships which 
might cause personal differences. 
It is due to this need to understand 
their customers as persons that 
the businessmen become among 
the most thorough students of the 
life of the town. For they must 
know a good deal about the pri- 
vate affairs and the whims of the 
people in order to know what is 
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likely to please and what will prob- 
ably offend.*? 


City life, on the other hand, is seen 
as depersonalizing contacts and as in- 
ducing a completely different value 
scale. The city dweller, in this view, 
shops where he gets the best deal. 


American urban society is char- 
acterized by a value system which 
allows people’s behavior, particu- 
larly with regard to economic rela- 
tions, to be governed by rational- 
istic bargaining. Other factors 
such as sentiment and kinship de- 
cline in importance in the interac- 
tion process, Findings that neigh- 
borhood loyalty or sentiment in no 
way influence shopping orientation 
illustrate this point. Thus, retail 
stores are unfettered by sentimen- 
tal, personal or kinship considera- 
tions and may locate wherever var- 
ious factors combine to produce 
the maximum profit. . . . This is 
the place where most people be- 
lieve they can achieve the maxi- 
mum gains in their exchange re- 
lationships. That the majority of 
respondents of the three cities 
[studied] felt that they could get 
the best results there for the low- 
est cost in money and at a tolerable 
cost of time and inconvenience re- 
flects these relationships.** 


How Rigid Is Class Structure? 


Many contemporary sociologists en- 
tertain considerable doubt about the 
validity of the rigid class structure 
studies that became so popular some 


21 Albert Blumenthal, “Life in the Small Town,” 
in Don Calhoun, Arthur Naptalin, et ai/., editors, 
Introduction to Social Science (rev. ed.; Chicago: 
J. P. Lippincott, 1957), pp. iii-193. See also, Svend 
Riemer, “‘Villagers in Metropolis,” British Journal 
of Sociology, 1951, pp. 31-43. 

2C. T. Jonassen, The Shopping Center versus 
Downtown (Columbus, Ohio: Bureau of Business 
Research, Ohio State University, 1955), p. 95. 


years ago after Warner published his 
“Yankee City” series, They doubt that 
people can be very neatly divided into 
six categories (or any other given num- 
ber) ranging from upper-upper to 
lower-lower, and that any given indi- 
vidual’s position will appear the same, 
at any one time, to all viewers and for 
all purposes. C. Wright Mills’s study 
of the “middle class,” for example, 
included a considerable number of 
small merchants (those employing rela- 
tively few salespeople). He found two 
groups of high-status people in the 
community who looked down on this 
mercantile group; one a sort of local 
“aristocracy” that considered the mer- 
chants’ family connections and educa- 
tional background as inferior, and the 
other a very aggressive group of rising 
business and professional people who 
felt the small merchants occupied a 
lower status because their business and 
contacts were primarily local. On the 
other hand, many of the people whom 
Mills assigned to the lower groups 
tended to look up (erroneously, in his 
view) at the retailers as part of a busi- 
ness class that controlled community 
affairs. ‘‘‘Shopkeepers,’ says a lower 
class woman, ‘they go in the higher 
brackets they don’t humble them- 
selves to the poor.’ ” *° 

Others have found so much variance 
between different studies of occupa- 
tional rankings that they seem to have 
little confidence in such research ex- 
cept as a gross and consequently rela- 
tively useless tool.** Moreover, it may 
be argued that what may be a valid 


23C. Wright Mills, “The Middle Class in the 
Medium-Sized City,”” American Sociological Review, 
October 1946, p. 522. 

*Cf., Caplow, op. cit. 
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“class” or “power” structure for one 
purpose (e.g., who is elected to the 
country club) has only limited rel- 
evancy to other questions (e.g., who 
patronizes what stores). When Blank- 
ertz and his marketing research stu- 
dents studied the customer records of 
Philadelphia department stores, they 
found much more heterogeneity in cli- 
enteles than they had anticipated, and 
much less of a dichotomy between 
“shawl trade” and “carriage trade” 
stores than had been expected. To a 
considerable extent, the large depart- 
ment stores seemed to be universal 
shopping centers. They reported a 
strong inference that the“reputed ap- 
peal of certain stores for certain [in- 
come] groups has been greatly exag- 
gerated. Regardless of reputation, each 
seems to secure the same composition 
of patrons.” *° 

Two examples of disagreement with 
this view may be of some interest. As 
part of his doctoral work at Yale, 
Lloyd Saxon Graham queried a panel 
of 150 New Haven families, drawn 
equally from six occupational cate- 
gories, on their rate and method of 
acceptance of a number of new activi- 
ties and services. He found a high rate 
(about 80 per cent) of acceptance of 
supermarkets as a source of food sup- 
plies among two categories, one of 
which included the business proprie- 
tors, semiprofessional people, and man- 
agers, while the other consisted of 
skilled workers. Much lower rates ex- 
isted among professionals, clerical and 
sales workers, semiskilled and unskilled 
labor, ranging from 48 to 56 per cent. 


% “Shopping Habits and Income,”’ The Journal of 


Marketing, January 1950, p. 577. 
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He noted a number of problems, how- 
ever, such as small sample size, diffi- 
culties of classifying individual re- 
spondents, and uneven dispersion of 
supermarkets throughout all neighbor- 
hoods in the city, which tended to 
weaken the strength of his conclusions.*® 

Martineau, in the paper already cited, 
placed considerable reliance upon class 
categories as determinants of store cli- 
entele : 


I have found that the typical big 
retailer, in a rough sense, feels 
that he sells everybody. But noth- 
ing could be farther from actual- 
ity. The social class profiles of 
each store, even of the chain gro- 
cery supermarkets that conceivably 
have universal appeal, indicate that 
the shopper senses instinctively 
whether this is a lower lower-class 
store or an upper middle-class 
store. She isn’t going to take a 
chance of feeling out of place in a 
store where she doesn’t fit 


The shopper is intimidated by 
some stores, she feels that some 
are considerably beneath her. She 
is looking for the ones where she 
feels comfortable and where her 
goals are understood and_ re- 
spected. All of this has nothing 
to do with economics. The very 
shouting of bargains and _ sales 
conveys to the high status 
shopper that she doesn’t belong in 
that kind of establishment. She 
avoids any milling mobs. 77 


However, he also notices that dis- 
count houses and bargain appliance 
stores are patronized by many middle- 
class customers and others relatively 
high on the status scale (a fact ob- 
served in many other studies), which 


2% Selection and Social Stratification (Doctoral 
dissertation, Yale University, 1951). 
27 Op. cit., pp. 241-42. 








152 JOURNAL OF RETAILING 


seems to involve some contradiction of 
the position taken above. 

One seldom-noted possibility is that 
two stores, radically different in 
nature, may draw from the same gen- 
eral population by virtue of radically 
different appeals to the different indi- 
vidual interests and tastes scattered 
throughout any population segment. 
Ross Cunningham has suggested, for 
example, that just as there are brand- 
loyal and brand-disloyal families, there 
may well be store-loyal and store-dis- 
loyal ones.** 

A particularly interesting typology 
of consumers has been advanced by a 
Chicago sociologist, Gregory P. Stone. 
Studying a group of consumers to learn 
their reactions to a new department- 
store branch. Stone found four types 
of individuals. The largest single cate- 
gory was composed of “economic shop- 
pers,” who adopted a cold-blooded and 
rational attitude to shopping, were in- 
terested in, price, quality, and variety, 
and had “an unfavorable evaluation of 
practices and relationships with per- 
sonnel which impede the quick, efficient 
sale of merchandise.” A much smaller 
group of “apathetic shoppers” had little 
or no interest in shopping and simply 
patronized the nearest or most conven- 
ient outlet. 

Somewhat less than half of his sam- 
ple consisted of two other groups. 
“Personalizing shoppers” had a tend- 
ency to personalize and individualize 
their role in the stores, rated stores in 
terms of closeness of relationships be- 
tween customers and personnel, and 
often would refer to stores they patron- 
ized as “my... store.” “Ethical 


“Brand Loyalty—What, Where, How Much ?”, 
Harvard Business Review, January-February 1956. 


’ 


shoppers,” on the other hand, seemed 
to feel a moral obligation to patronize 
particular types of outlets, usually 
neighborhood stores or small shops.?* 
Presumably a certain amount of sub- 
servience would be an appropriate tac- 
tic for handling the “personalizing 
shoppers’; it seems less necessary to 
the “ethical shoppers’; of no signifi- 
cance to the “apathetic shoppers” ; and 
actually distasteful to the “economic 
shoppers.” 

Survey evidence, in short, merely 
suggests that many, but not all, cus- 
tomers may be satisfied without sub- 
servience. The empirical evidence of 
retail successes seems to provide a 
somewhat stronger contradiction of the 
concept of the necessarily subservient 
merchant. If we take, for example, the 
retailing firms cited in the American 
Institute of Management’s list of “‘ex- 
cellently managed companies,” we find 
such organizations as The Great At- 
lantic & Pacific Tea Company, The 
Kroger Company, American Stores 
Company, Food Fair Stores, Inc., 
Federated Department Stores, W. T. 
Grant Company, J. C. Penney Com- 
pany, S. S. Kresge Company, McCrory 
Stores Company, Melville Shoe Com- 
pany, Sears, Roebuck and Company, 
Inc.*° All these organizations have, 

% Gregory P. Stone, “City Shoppers and Urban 
Identification: Observations on the Social Psychol- 
ogy of City Life,” American Journal of Sociology, 
July 1954, pp. 36-45. 

% Manual of Excellent Managements 1957 (New 
York: American Institute of Management, 1957). 
The A.I.M. selection methods have been subjected 
to considerable discussion and criticism of late, and 
undoubtedly there are excellently managed retail 
firms omitted or overlooked even in the total A.I.M. 
list from which the above names were cited. But 
this is not relevant to the present discussion. Many 
or most of the other firms that either the readers or 


the author might add to the list certainly resemble 
the firms cited in behavior and customer attitudes. 
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quite obviously, found ways to satisfy 
and please substantial numbers of con- 
sumers. But even a considerable stretch 
of the imagination fails to picture any 
of these institutions standing hat in 
hand, tugging at the forelock, and dis- 
playing servility (or even very much 
deference) toward the customer. 

In fact, we do not have to look to the 
giants to find an impersonal and un- 
deferential air. At least one writer has 
noted this as characteristic of depart- 
ment-store retailing : 

Today department stores are offer- 
ing a galaxy of “special services” 
(gift wrapping, fur storage, lay- 
away plans, etc.) as counterfeit 
for the genuine spirit of customer 
services which dominated their op- 
eration twenty years ago. True 
customer service, a pervading in- 
terest in the personal welfare of 
each individual customer, has been 
replaced by a depersonalized and 
almost callous attitude toward the 
customer family.* 

The growth of some modern dis- 
count retailers, who offer little service 
and provide few amenities, is also a 
case in point. 

The obvious conclusion is reiteration 
of our need for much more informa- 
tion on what constitutes the attracting 
power of individual stores in drawing 
individual customers. We ought to 
know more about the patronage mo- 
tives of different individuals and 
groups, and we need to learn how these 
motives cause differences in selection 
between specialty stores and one-stop 
shopping emporia, between discount 
stores and fashion leaders, between 
large and small outlets. We ought to 

® Robert D. Loken, What’s Wrong with Depart- 


ment Stores (Urbana, Illinois: University of Illi- 
nois, n.d.), p. 3. 
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ask whether different judgment scales 
are used in appraising food, clothing, 
appliance, automobile, and other kinds 
of dealers. In short, we need to know 
more about the retailer-customer rela- 
tionship. 

However, the evidence does suggest 
certain observations. One concerns the 
extent to which, in recruiting and in 
personnel matters, the large-scale re- 
tailers would be well advised to try 
to disassociate themselves from small- 
scale stores. In occupational prestige 
studies, in which the broad and mis- 
leading category “retail proprietorship” 
has been reported as low ranking, for 
example, the explanation often seems 
to lie in the supposed small-scale, low- 
income, and restricted contacts of the 
business. These are very often char- 
acteristic aspects of the “Momma, 
Poppa, and Rosie” store, but they do 
not apply to the retail giants. Second, 
it seems clear that substantial numbers 
of successful retailers can operate with- 
out subservience. Nevertheless, it may 
also be true that some so-called “qual- 
ity” or “prestige” stores are, wisely or 
unwisely, frightening away some po- 
tential trade. 

Finally, we should note that both re- 
tailers and retailing teachers are fond 
of talking about a rather mystical qual- 
ity called “store personality” or “‘insti- 
tutional character.”” By this we may 
merely mean that all parts of the firm’s 
operations ought to be consistent with 
each other, that advertising, pricing, 
merchandise selection, and_ service 
ought all to reinforce each other. Per- 
sonality, in this sense, accords perfectly 
with the idea that shoppers have expec- 


(Continued on page 175) 
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The purpose of this two-part article is to record the development 
and outcome of one of the most startling schemes ever launched 
in our American economy. This scheme was the climax of Edward 
A. Filene’s imaginative and successful marketing career. If it had 
succeeded, it might well have altered the face of American retailing. 
Filene’s program for a “league” of one hundred customer-owned 
department stores might conceivably have provided the mechanism 
by which the American consumer, in fact as well as in theory, would 
have become “king.” Why did it fail? 








Incorporation of the Co-operatives 


Shirlington Cooperative Department 
Store, Inc., was incorporated under the 
Virginia Cooperative Code on August 


* This article is based principally on an unpub- 
lished doctor’s thesis by this author at the University 
of Pennsylvania, entitled ‘The Cooperative Depart- 
ment Store: An Economic Analysis of the Attempt 
to Establish a Chain of Cooperative Department 
Stores as Visualized by Edward A. Filene.”’ For 
the reader who is interested in a general biography 
of Filene, a study by Johnson may prove of interest. 
See Gerald Johnson, Liberal’s Progress (New York: 
Coward-McCann, Inc., 1948). 
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14, 1947, by a group of individuals 
including some local co-operative lead- 
ers living in Arlington County and 
legal representatives of Consumer Dis- 
tribution Corporation. Lester Ott was 
elected president. The certificate of 
incorporation is noteworthy for two 
special features. 
usual co-operative practice, it created 


First, contrary to 


two classes of stock—a voting, non- 
cumulative preferred stock (par value 
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of $100) and a common stock (par 
value of $50). Second, it gave one 
vote for each share of preferred stock 
and one vote to each holder of common 
stock. Voting was cumulative, a holder 
of preferred stock being entitled to a 
number of votes equal to the number 
of his shares multiplied by the number 
of directors to be elected at any meet- 
ing. These votes could be cast for one 
or as many persons as the preferred 
shareholder desired. 

While it is true that the preferred 
stock could be redeemed at its par 
value at any time by the board of direc- 
tors or by a majority vote of the share- 
holders, these provisions effectively 
gave to Consumer Distribution Cor- 
poration, as holder of all two hundred 
shares of preferred stock, an uncon- 
testable control of the local organiza- 
tion. After the first year of operation, 
C.D.C. cast its votes in such a manner 
as to elect a majority of local residents 
to the board of the co-operative, but 
the possibility of C.D.C. domination 
remained as a sword of Damocles over 
the heads of the local co-operators. It 
was, as a matter of fact, a decision of 
C.D.C. to vote its preferred stock in 
this way to resume control that contrib- 
uted to the final breakdown of the 
co-operative organization. In the be- 
ginning, however, the local co-opera- 
tive leaders went along with the ar- 
rangement, recognizing that without it 
there would be no semblance of a 
locally owned co-operative department 
store, 

Rhode Island had no co-operative 
law in 1945. To have organized im- 
mediately would have involved incor- 
porating under the general corporate 
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statute. The local committee considered 
the advantages of incorporating under 
a co-operative law important enough 
to push for early enactment of such 
legislation. Although of immediate im- 
portance to C.D.C., a proposed co-op- 
erative law was introduced on behalf of 
the Rhode Island Credit Union League 
in March 1947. The proposed law was 
enacted in due course, and the Rhode 
Island Cooperative, Inc., was legally 
established on August 19, 1947. Pro- 
vision was made for an authorized 
capital stock of $1,000,000 to be di- 
vided into 200,000 shares of $5.00 par 
value each. Ten fully paid shares were 
required in order to qualify for mem- 
bership, and the maximum investment 
by any one member was set at $2,500. 


Bylaws and Management Contract 


The first activities of the newly cre- 
ated boards of directors of the Filene 
co-operatives were to approve bylaws 
framed by appropriate committees and 
to execute management contracts with 
C.D.C. The particular provisions of 
these bylaws and management contracts 
are extremely interesting and particu- 
larly relevant to the subsequent failures 
of the stores. This importance rests 
largely on the duplication of authority 
over the store operation that these 
documents created, especially at Shirl- 
ington. Under the bylaws of the Shirl- 
ington co-operative, the board of direc- 
tors was entitled to have general 
supervision and control of the business 
and affairs of the co-operative includ- 
ing the power to employ and dismiss 
the general manager. Under the terms 
of the management contract, for a 
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period of five years from the date of 
the contract, the co-operative agreed 
that C.D.C., subject to determination 
of general policies by the co-operative, 
should serve as “managing agency in 
full charge of the conduct and manage- 
ment of the department store and 
business.” 

The only essential difference in the 
organization of the two stores was that, 
under the Cooperative Law of the 
State of Rhode Island, it was necessary 
that members of the Rhode Island co- 
operative be residents of that state. 
Accordingly, C.D.C. owned no stock, 
although as a matter of practice C.D.C. 
representatives were invited to attend 
the board meetings. This was not the 
case at Shirlington where, according to 
the bylaws, the preferred stockholders 
elected members to the board of direc- 
tors and the C.D.C. members met on 
call with other members of the direc- 
torate. 


Activities of the Co-operatives 


With high hopes, the boards of di- 
rectors undertook their new responsi- 
bilities. Meetings generally were long, 
involving discussions of reports from 
the president and store manager, as 
well as problems of co-operative ex- 
pansion. Over the period of the co- 
operatives’ existence, the boards of 
directors were principally concerned 
with three areas of activity: (1) fi- 
nancing, including selling of shares, 
(2) store operation, and (3) commu- 
nity relations. 

Selling of Shares and Co-operative 
Expansion. Although Consumer Dis- 
tribution Corporation had originally 


hired a staff for the promotion of the 
store and sales of shares of common 
stock at Shirlington, this staff was re- 
leased shortly before the store opened. 
The accomplishments had not been im- 
pressive in the five months preceding 
the store opening; it sold 943 shares 
worth of $47,150 to 276 subscribers. 
No detailed record of the expense of 
this campaign was kept, but $22,022,- 
044 appeared as a preopening promo- 
tional expense on the opening balance 
sheet of the co-operative. From the 
beginning, C.D.C. intended that the 
principal function of the local board 
would be to promote the sale of mem- 
bership shares. This was never clear 
to the local directors, especially at 
Shirlington. They viewed this activity 
as only one of several over which they 
exercised administrative authority. The 
board retained a public relations coun- 
selor, authorized expenditure for stock 
promotion, and received reports on the 
progress of the campaign. While a 
few directors did devote some personal 
time and effort to the sale of shares, 
it is a fair generalization that the di- 
rectors, neither individually nor as a 
group, assumed personal responsibility 
for this activity. 

The best sales effort was the pre- 
opening campaign. The best achieve- 
ments after the opening were in the 
early months of 1951 and the same 
period in 1952. In part the relative 
success of these periods may be attrib- 
uted to the modest profits shown in 
1950 and 1951, and in part to the token 
dividend payments made as a result of 
these profits. Although some shares 
were sold, the stock-selling program of 
the Shirlington co-operative added up 
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to a dismal failure. The value of 
shares outstanding never reached 10 
per cent of what was necessary to 
underwrite the operation. Considering 
the deficits that were accumulated in 
the first two years of operation and the 
slow progress toward profitable opera- 
tions, the value of shares sold made an 
even less impressive contribution to 
the capital structure of the store. The 
operating loss for the first year alone 
was two and one-half times the amount 
paid in capital common stock. 

No serious stock-selling campaign 
was initiated in Providence until the 
latter part of January 1948. The first 
campaign returned a total of $63,000 
in subscriptions of which $40,000 was 
received in cash. The extension of this 
campaign through the remainder of 
1948 resulted in a total investment in 
the store amounting to $90,466. Al- 
though approximately $15,000 addi- 
tional was raised after January 31, 
1949, most of this sum represented 
payments on subscriptions. For all 
practical purposes these were negligible 
results from the share-selling program 
after the store had been in operation 
for a few months. The board of direc- 
tors of the Rhode Island co-operative 
also undertook, although not success- 
fully, to raise capital funds for the 
financing of the land and building. This 
was to take the form of a first mort- 
gage, supplied by several of the local 
credit unions. Consumer Distribution 
Corporation possessed the capital nec- 
essary to build the Providence store. 
It was not, however, anxious to carry 
this investment indefinitely. Its ability 
to open a third store rested upon ob- 
taining permanent financing for the 
Providence store. 
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In line with the reasons for opening 
in Providence, the first effort at financ- 
ing was to solicit this credit union 
underwriting. We recall that the lead- 
ership of C.D.C. had moved into the 
department-store program principally 
because it felt it possessed a mandate 
from Edward A. Filene to do so. The 
strong association of credit unionism 
and consumer co-operation in Filene’s 
mind was expressed in his last written 
communication to his associates. It 
was, therefore, natural for the direc- 
tors and executives of C.D.C. to turn 
to a strong credit union leadership to 
underwrite the Providence store. The 
procedure by which a sum of approxi- 
mately $400,000 could be raised from 
a number of different credit unions on 
one mortgage was difficult to arrange. 
Most of the hurdles had apparently 
been cleared by midsummer, and it ap- 
peared that a plan would be approved. 
However, the credit union support 
vaporized, and groups that had been 
expected to contribute up to $150,000 
were no longer prepared to do so. 
This meant that a first mortgage, even 
if negotiated, would be tied to a loan 
of considerably less than one half of 
the expected value of the land and 
building. C.D.C. considered it could 
do better elsewhere and the plan was 
allowed to expire. As a matter of fact, 
C.D.C. never succeeded in placing a 
mortgage on the Rhode Island store. 

It is extremely difficult to establish 
definitive reasons for the admitted fail- 
ure of the share-selling programs. It is 
possible to identify factors that had a 
bearing on these failures but to rank 
them in order of importance or to 
measure exactly the degree to which 
each affected the share-selling pro- 
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grams is impossible. A number of fac- 
tors may be mentioned : 


1. A transient population in 
Washington, D.C. 

2. The heavy debt structure of 
the co-operatives 

3. Lack of co-operative interest 
in the area 

4. Lack of support by the exist- 
ing co-operative movement 


5. Overselling in the preopening 
period 

6. Too high par value of the 
stock 

7. A failure to define the potential 


market for investment shares 
8. A failure to determine appro- 
priate selling appeals 
9. Failure to utilize effective sales 
personnel 
10. Extremely high expense ratios 
for the share-selling program 
as high, in fact, as 100 per 
cent 





Supervision of Store Operations 


The board of directors met more 
or less regularly. The principal item 
on the agenda of each meeting was a 
report of the operating results of the 
store about which the directors asked 
questions or made suggestions. Among 
the many aspects of the operation 
upon which the board focused its at- 
tention, two stand out as having been 
especially important. 


1. Merchandise. Regularly one or 
more directors would offer 
criticisms or suggestions re- 
garding merchandise _ lines. 
The board organized a cus- 
tomer advisory council. The 
women who participated in the 
work of this council engaged 
in comparative shopping, con- 
ducted merchandise clinics, 
and initiated research on cus- 
tomer opinions, on store mer- 
chandising and services. 


2. Price and Markdown Policy. 
From time to time, the direc- 
tors expressed concern over 
the pricing and markdown 
practices of the stores. They 
reflected a fairly common be- 
lief that the co-operatives had 
a reputation of being “promo- 
tion type” stores. 

Community Relations. The Con- 
sumer Distribution Corporation co- 
operatives never achieved the places in 
the communities that they sought. In 
Shirlington, anticipating the impor- 
tance that suburban department stores 
have since attached to community rela- 
tions, the board of directors hoped to 
make its store the center for various 
local services and activities. Not only 
was it admitted that this would be good 
public relations for the store, but it 
was felt strongly that this ought to be 
one of the real functions of a co-opera- 
tive department store. Only three con- 
crete activities materialized from this 
objective. One was a small community 
room available to organized groups for 
meetings, exhibits, and so forth. An- 
other effort was to encourage and sup- 
port an appreciation of the arts, par- 
ticularly the efforts of local talent. 
Finally, for a short period, the store 
manager held “open house’ and con- 
ducted tours of the store for interested 
parties. Although the co-operative did 
not really succeed in establishing an 
effective community relations program, 
it is doubtful that it could have done 
much better. It takes time to build 
acceptance, and it is questionable 
whether in a community that included 
a good many transients it would ever 
be achieved. It is also true that accept- 
ance as a store must generally precede 
acceptance as a community center, and 
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the co-operatives did not achieve the 
retail recognition needed as a base for 
community relations programs. 


The Co-operative Failure 


Late in 1952, the directors and 
executives of C.D.C. reached the con- 
clusion that the Shirlington store could 
not be converted into a bona fide con- 
sumers’ co-operative. The reasons for 
this decision were: 


1. Serious doubts that the mer- 

chandising operation would 

ever be profitable enough to 

overcome its heavy deficit and 

liability to C.D.C. 

The failure to sell any substan- 

tial proportion of common 

stock of the co-operative 

3. The gradual deterioration of 
relations between key local co- 
operative leaders and_ the 
C.D.C. executives and direc- 
tors 


i 


The first two of these factors have 
been previously discussed. The gradual 
deterioration of the intraorganizational 
relationships needs to be sketched 
briefly in order to appreciate the sig- 
nificance of the steps that led to the 
dissolution of the co-operative. Fric- 
tion developed at several points in the 
relations between the Shirlington board 
and C.D.C. The most critical areas of 
disagreement were: 

1. Division of responsibility be- 
tween the local group and 
C.D.C. Confusion about the 
division of responsibility for 
the operation of the store be- 
tween the local board of di- 
rectors and C.D.C. existed 
throughout the life of the co- 
operative 

2. Expenditure of funds 
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Extent of participation in local 

co-operative activities 

Merchandise lines 

Block voting by C.D.C. of the 

preferred stock 

6. Local vs. New York buying 

7. C.D.C. or local responsibility 
for the debt of the co-operative 

8. Payment of stock and patron- 
age dividends 

9. Miscellaneous minor frictions 


ne 


Eventually the dissatisfaction of cer- 
tain members of the co-operative com- 
munity became strong enough to force 
definite action. This occurred at ap- 
proximately the same time that Con- 
sumer Distribution Corporation —be- 
came thoroughly convinced that it was 
hopeless to turn the Shirlington store 
into a bona fide co-operative. No one 
or two points of disagreement can be 
identified as having finally tipped the 
scale. Taken by itself, none of the 
disagreements was sufficient to explain 
the antagonism that arose. Mutual 
misunderstandings of motives and mis- 
interpretations of attitudes heavily 
weighted the relatively unimportant 
specific issues. A lack of adequate 
communication or frequent discussion 
between the two boards also contrib- 
uted to the intensification of ill will. 

Underlying much of the difficulty 
was a fundamental clash of personali- 
ties. Nothing else adequately explains 
the intensity of animosities that arose. 
As long as two years after the store 
closed, this writer detected a strong 
undercurrent of personal antagonism 
among some of the individuals in- 
volved. There is no convenient way of 
isolating the particular clashes that 
arose, and probably no lasting value 
would come of any attempt to do so. 
The targets of the personal recrimina- 
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tions were fairly well spread through- 
out the organization—C.D.C. directors, 
top management, buyers, store man- 
agers, local directors, shareholders, and 
co-operative leaders. It is deplorable 
that these personality clashes existed ; 
it was disastrous that they came to 
the surface. To the credit of most 
of the individuals involved, it should 
be said that they have since seen 
through the fog of personal recrimina- 
tions, and with some objectivity have 
been able to evaluate the fundamental 
strengths and weaknesses of the ex- 
periment. This objectivity was com- 
pletely lacking in the spring of 1953. 
Deplorable as it now seems, relation- 
ships had deteriorated to the extent 
that made it impossible to reconcile the 
differences of opinion that had arisen. 

Whether the leadership of C.D.C. 
had already determined in 1952 to liq- 
uidate the operation is not clear, but it 
had reached the conclusion that it could 
no longer work with a local group. 
Accordingly, the chairman of the 
board of C.D.C. in March 1953 wrote 
a letter to the Shirlington shareholders 
announcing that at the annual meeting 
in May C.D.C. would vote its preferred 
shares so as to alert a majority of its 
own representatives to the local board. 
At the same time he expressed the hope 
that the store would continue to im- 
prove and eventually be 100 per cent 
consumer owned. This letter touched 
off replies that rocked the co-operative 
structure to the core. After these ex- 
pressions of criticism had been distrib- 
uted to the membership, the executives 
of C.D.C. did not seriously consider it 
practical to attempt to work in har- 
mony with the local group as it was 


then constituted. The C.D.C. directors 
had a mandate and a trust from Ed- 
ward A. Filene; they felt they could 
not either hand these away or jeopard- 
ize them further. Human relations like 
any cord, if stretched far enough, will 
break. It was agreed at the annual 
meeting that a committee of local co- 
operators should be formed to make a 
specific proposal to C.D.C. for local 
assumption of control. This action ap- 
pears to this writer to have marked the 
end of serious consideration by either 
group that the Shirlington co-operative 
department store should continue to 
function as a part of a larger scheme 
to establish a chain of co-operative de- 
partment stores. 

In the meantime, C.D.C. executives 
proceeded to search for other prospec- 
tive purchasers of the store. Early in 
August two offers were received. One 
was from Greenbelt Consumer Serv- 
ices, Inc. This offer was predicated on 
the assumption that a loan could be 
obtained from a Midwestern co-opera- 
tive group. This loan did not material- 
ize. The second offer was received 
from one of the downtown Washing- 
ton department stores. The Greenbelt 
proposal received a sympathetic hearing 
and a few directors were definitely in 
favor of accepting it, even though it 
did not specifically release C.D.C. from 
its lease with the developer of the 
Shirlington Shopping Center. This 
last point, however, proved to be the 
fatal stumbling block. The landlord, 
according to the reports in C.D.C. files, 
refused to accept another co-operative 
on the lease. The Greenbelt offer was 
accordingly rejected; the department 
store’s offer was accepted. Under its 
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terms, the assets of the store were sold 
for $260,000 in interest-bearing notes.* 
This action was reported to the board 
of directors of the co-operative, and 
a stockholders’ meeting was called for 
August 31 to dissolve the corporation. 
After hearing a brief explanation of 
the offers that had been received for 
the purchase of the store, the members 
voted to approve the action of the di- 
rectors. They also approved a resolu- 
tion that the co-operative be dissolved. 
It had lived for two weeks longer than 
six years. It had struggled valiantly, 
if not skillfully, to establish a success- 
ful co-operative department store. The 
mood of the final meeting was no 
longer vindictive. Over sixty share- 
holders, which was a larger number 
than had attended some regular meet- 
ings, were present. All were genuinely 
disappointed that the store had not suc- 
ceeded. Some were unhappy that it had 
not continued in the hands of some 
other co-operative. Among the ques- 
tions raised was whether C.D.C. would, 
to the limits of its ability, continue to 
do so. The last formal action of the 
group was a resolution of appreciation 
to C.D.C. for its effort in “attempting 
to pioneer such a movement.” The 
meeting was adjourned at 10.30 p.m. 
on August 31, 1953. The pioneers had 
succumbed to the hazards of the trail. 

About the middle of 1950 the C.D.C. 
board of directors became very skepti- 
cal of the Providence picture. The im- 
petus of the Korean inflation and a 
generally improved fall season kept the 

1The Washington department store, which pur- 
chased the assets of the co-operative, has since 
closed the Shirlington store for the second time. 


At this writing the building is vacant. The total 
identifiable loss at Shirlington was $590,200.98. 
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store going somewhat longer. How- 
ever, by the early spring of 1951, a 
decision was reached to end the project 
and recover as much of the investment 
as possible. This decision was based 
on three factors: 

First, the store was losing money 
(although at a decreasing rate) faster 
than C.D.C. could replenish it. The 
accumulated deficit, all of which had 
been made up by C.D.C., amounted to 
$413,281.97 by January 31, 1951. 
C.D.C. had advanced over $700,000 in 
working capital, fixtures, and inven- 
tory. The assets of the store were 
valued at only $468,146.50 and were 
likely to realize considerably less in 
the event of liquidation. The budget 
loss for the year 1951 was estimated at 
$90,000. There was no practical reason 
to continue on the basis of an immedi- 
ate opportunity for a successful opera- 
tion in Providence. 

Second, C.D.C. had been unable to 
place a mortgage on the land and build- 
ing. It had over $500,000 tied up in 
the real estate of a venture that was 
losing money at the rate of $100,000 
a year. It had approached most of the 
major insurance companies. The best 
offer for $400,000 had been rejected 
because it required that the fund limit 
its grants in any one year to $25,000 
in order to protect the security for the 
loan. Subsequently, it was found im- 
possible to obtain a loan because of 
the loss operation. 

Third, the directors of C.D.C. be- 
came increasingly alarmed that the 
assets of both Filene organizations 
would be completely dissipated in at- 
tempting to preserve the Providence 
store. C.D.C. was faced with the neces- 
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sity of writing off its note to the co- 
operative. C.D.C. felt bound by an 
agreement to reimburse the co-opera- 
tors who had invested in the store. 
This amounted to over $100,000. The 
choice was not a happy one. Either the 
project could be continued with the 
remote hope of recovering the invest- 
ment, or it could be liquidated im- 
mediately at a known cost. The de- 
cision was reached when an offer of 
$500,000 for the land and building was 
received. Although some opinion was 
expressed that a better offer could be 
obtained, it was accepted. This was in 
April 1951. The liquidation took place 
over the summer months, and the store 
closed its doors in September. 

The Rhode Island co-operative was 
never legally dissolved and continues 
as a legal entity in the State of Rhode 
Island. The building on Elmwood Ave- 
nue is still empty. It has been used 
only for emergency office space in the 
five and one-half years since it was 
vacated. Thus, two hollow testimonials 
still stand to a very considerable effort 
to build a co-operative department 
store in New England. The reasons 
for its failures are found chiefly in its 
merchandising difficulties and its in- 
ability to obtain local financial under- 
writing. It is possible, of course, that 
the reasons go much deeper and that 
the failure fits into the generally bleak 
history of co-operative experience in 
the United States. The concluding sec- 
tion of this paper considers this point. 


Reasons for Failure 


We have shown that there were in 
fact two plans. The first was Filene’s 


grand program for fifty $10,000,000 
establishments and fifty more doing $1 
to $5 million annually. Later there was 
what we have called the ‘Ott Plan” to 
establish three stores in the $1 to $2 
million class. Most observers are only 
casually informed about Filene’s plan 
and its economic rationale ; when speak- 
ing of “the plan that failed,” they mean 
the Ott Plan. 

With respect to the Filene plan this 
article attempts no appraisal since al- 
most no effort was made to carry it out. 
Its relevance is in the historical per- 
spective; without it there would have 
been no later plan. 

Under the Ott Plan there were two 
stores, each with two critical opera- 
tional aspects—the merchandising and 
the co-operative. We have established 
that these stores failed in both aspects ; 
neither became a bona fide co-opera- 
tive; neither managed to survive as a 
retail institution. The same factors, 
although in somewhat different com- 
binations, appear to have caused the 
failure of each store. 

The detailed analyses of the two 
operations show that the reasons for 
failure were not simple. Most observers 
have been too quick to generalize. One 
cannot simply attribute the failure to 
lack of local control and incompetent 
management. Neither can we say cor- 
rectly that the crucial fault was an 
erroneous assumption that co-opera- 
tives can be created from the “top 
down.”” Many factors were involved, 
and there is no way to establish that 
any one or two represented the princi- 
pal reasons for failure. In total they 
provide a conclusive picture; taken 
separately, they do not. 
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The factors bearing on the failures 
of the stores differed somewhat at 
Providence and Shirlington. However, 
a certain pattern emerges, so that the 
factors may be classified into three 
groups: (1) errors in planning, (2) 
mistakes in implementing the idea, and 
(3) factors outside the control of the 
participants. 

Errors in Planning. In retrospect, 
some errors in the planning stage stand 
out clearly. Certain assumptions were 
made that subsequently proved to have 
been wrong. The first grew out of 
Filene’s mandate to open co-operative 
department stores. He had, we recall, 
two goals. The first was to improve the 
efficiency of distribution, which he con- 
sidered fundamentally wasteful. The 
second was to combat unemployment, 
which was to be accomplished by in- 
creasing consumer purchasing power. 
Unemployment was the key factor in 
1933-1935 when the Filene plan was 
first seriously developed. 

Subsequently, Filene’s followers ap- 
parently became confused between the 
end and the means to that end. They 
assumed that they had a specific man- 
date from Filene to start co-operative 
department stores as an end in itself. 
They forgot, or never understood, that 
he was principally interested in dis- 
tributive efficiency and economic se- 
curity. Our analysis of the develop- 
ment of C.D.C. indicates that their 
assumption was not valid. This mis- 
take became especially significant when 
the Ott Plan was launched in a period, 
not of depression, but of inflation. A 
principal justification for the effort no 
longer existed. It cannot be proved 
that the effort, timed more appropri- 
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ately, would have been successful ; but 
it is to be expected that a program de- 
signed to meet a certain need could not 
succeed when this need became unim- 
portant. 

Certain other assumptions were made 
that turned out to be unjustified. The 
program was initiated without basic 
research to test the thesis that the 
economy offered an opportunity to es- 
tablish a chain of co-operative depart- 
ment stores. Some feeling is expressed 
by C.D.C. personnel that they were 
trying in the project itself to test this 
assumption. It is not clear from the 
record or from their program that this 
was so. The project certainly did not 
follow the precepts of the experimental 
method. 

Providence and Arlington were both 
selected on the basis of questionable 
assumptions. Washington boasted con- 
siderable numbers of consumer co-op- 
erators. We have learned that rela- 
tively few of these were to be found 
in Arlington County and that the Wash- 
ington co-operators did not travel sub- 
stantially farther to shop “co-op” than 
to patronize other stores. The second 
store was situated in Providence with 
the idea that 25,000 credit union fami- 
lies would rally around the store. Our 
analysis has indicated that there is 
probably no more affinity between the 
credit union member and the consumer 
co-operator than there is between the 
mutual insurance policy holder and the 
co-operator. 

Operational assumptions were also 
made that turned out to be basically 
wrong. The amount of capital that 
would be required was considerably un- 
derestimated—especially that necessary 
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to promote membership drives. The 
price-quality preferences of each mar- 
ket were not adequately determined. 
The estimates of potential sales volume 
in the initial years were grossly over- 
stated. The period required to establish 
profitable operations was seriously un- 
derestimated. The assumption that lit- 
tle or no advertising would be required 
at Shirlington proved to be without any 
basis. 

The assumption that an organiza- 
tional structure setting up two direct 
lines of authority over the store opera- 
tion would work smoothly was funda- 
mentally incorrect. The belief that 10,- 
000 shares of co-operative stock could 
be sold to local consumers proved to 
be completely wrong. 

Mistakes in Implementing the Idea. 
The implementation of the plan was 
also faulty in some respects. C.D.C. 
encountered considerable difficulty in 
locating satisfactory managerial and 
buying personnel ; the compromises ap- 
pear to have been basically wrong. The 
general merchandise manager contrib- 
uted little to the operation and was 
responsible for considerable errors in 
estimating inventory requirements. The 
first manager of the Shirlington store 
had to be dismissed before the store 
opened. His successor was promoted 
from floor manager to store manager 
without a record of employment under 
C.D.C. He, too, was dismissed, al- 
though not until the last year of opera- 
tion. The first Providence manager 
was hired at a salary that the store 
could not support. All of these man- 
agers brought chain-store rather than 
department-store experience to the en- 
terprise. The same was true of most 
of the buyers. 


Mistakes were made in merchandis- 
ing from the beginning, and subsequent 
remedial efforts did not materially im- 
prove the stores’ reputations regarding 
merchandise. Too many lines, each 
with too narrow assortments, were 
compressed into a few thousand feet of 
sales area. 

Faulty judgment was shown by top 
C.D.C. management in working with 
local co-operative committees. The 
first general manager moved _inde- 
pendently of the local groups and fre- 
quently left very disturbed people in 
his wake. Considerable bad feeling 
was engendered that never quite dis- 
appeared. No C.D.C. manager devel- 
oped the facility of working in har- 
mony with the Shirlington board. 
Personality conflicts may have pre- 
cluded effectiveness ; but it is clear that 
even with the best intentions C.D.C. 
seldom persuaded the local board to go 
along with the C.D.C. program will- 
ingly. 

The local group at Shirlington was 
not without fault. It seems to have 
been especially shortsighted and ego- 
centric. It never fully comprehended 
the C.D.C. plan or the motives of the 
New York group. It was hampered 
by stereotyped views of what a co- 
operative board of directors is sup- 
posed to do. Few directors put the full 
force of their ability behind the store, 
especially in the share-selling activity. 
It was certainly not an ideal group to 
take local responsibility for a project 
of this kind. 

The Providence board of directors 
was somewhat more constructive in its 
approach to the administration of the 
store. It concentrated, although in- 


(Continued on page 174) 
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The Honor Roll in Retailing 


A Roster of America’s Retailing Leaders 


CHARLES M. EDWARDS, JR. 
Dean, New York University School of Retailing 





Edward Staley 


For more than thirty years the New 
York University School of Retailing 
has been honoring leaders in retailing 
from all parts of the country by con- 
ferring upon them honorary member- 
ship in the Alpha Chapter of the Eta 
Mu Pi Fraternity, the only fraternity 
of its kind in the field of retailing. 
Founded in 1922 in the New York 
University School of Retailing, Eta 
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Mu Pi has grown into a national or- 
ganization. 

In keeping with the high standards 
to which it has adhered since its estab- 
lishment, the Alpha Chapter grants 
honorary membership only to those 
who have made noteworthy contribu- 
tions to the ethics, the science, and the 
practice of retailing. 

When it awards honorary member- 
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ships to men and women of outstanding 
accomplishment in retailing, the Alpha 
Chapter presents to the recipients writ- 
ten citations that summarize some of 
the major facts about their achieve- 
ments. In the belief that the careers 
of these distinguished merchants will 
prove interesting and inspiring to tts 
readers, the JOURNAL OF RETAILING 
publishes one or more of these citations 
in each issue. The purpose is twofold: 
(1) to call well-deserved, wider atten- 
tion to the attainments of some of the 
foremost business leaders of our day, 
and (2) to provide a cumulative source 
of information about retailers for 
reference purposes. 
Chosen for recognition ts: 


Edward Staley 


Ever since he was a major in his- 
tory at Miami University, Ohio, Ed- 
ward Staley has been making history 
in retailing. In fact, he started by 
earning Phi Beta Kappa in his junior 
year. After graduating, he went on 
to Harvard. There his adviser told the 
scholarly young historian that he just 
did not have what it takes to make a 
teacher. While recovering from this 
blow, he answered a blind advertise- 
ment for a business job. 

He was called by the W. T. Grant 
Company and interviewed by Raymond 
H. Fogler, director of personnel, him- 
self a future president of the company. 
Mr. Fogler may have recognized presi- 
dential timber in young Staley, whom 
he hired as a trainee in 1926. 


By 1933 he was a store manager. 
He spent the next seven years at 
Montgomery Ward and Company, Inc., 
steadily advancing in rank. In 1940 he 
was called back to Grant’s as mer- 
chandise director. After only twelve 
years, following Raymond Fogler’s re- 
tirement, in accordance with company 
policy. Edward Staley was elected 
president and vice chairman of the 
board. Because responsibility begets 
more responsibility, Edward Staley, 
president of the W. T. Grant Com- 
pany, is also president and a director 
of Zellers, Ltd., Canadian affiliate of 
Grant’s, and a trustee of the Grant 
Foundation. He is a member of the 
Merchants’ Council of New York Uni- 
versity School of Retailing, where he 
works with thirty-one other major 
executives to guide the affairs of the 
school. 

In his personal life, Mr. Staley con- 
tinues an active interest in his college 
fraternity, Sigma Chi, and in the 
Masonic Order. He is the father of 
three children and, to date, four grand- 
children. 


Most indicative of his leadership 
(about which he is always modest) is 
the fact that, of the 702 Grant stores, 
220 have been added since 1952, when 
Edward Staley became president. In 
this same period of time, $138 million 
were added to sales, bringing the total 
annual volume to $406 million. 

For all these impressive accomplish- 
ments, Mr. Staley was awarded honor- 
ary membership in the Eta Mu Pi 
Fraternity. 
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Retail Operating Ratios 








This section continues a special service for retailers, which appears 
each year in the fall and winter issues of the JOURNAL OF RETAIL- 
ING. The purpose is to inform retailers about sources and contents 
of analysis ratio reports made available to the trade through various 
channels. In order to make the service as complete as possible, we 
should appreciate receiving additional reports from any organiza- 
tions publishing them, as well as information from retailers about 


the availability of any reports not mentioned here. 








Departmental Merchandising and Op- 
erating Results of 1957, by Sam 
Flanel. New York: Controllers’ 
Congress of the National Retail 
Merchants Association, 1958, 294 
pages. $9.75 to N.R.M.A. mem- 
bers, $14.75 to nonretailers, and 
$22.50 to retailers who are not 
N.R.M.A. members. 


Expenses rose to the highest point in ten 
years in department and specialty stores so 
that profits in 1957 slipped below the level of 
the previous year. 

N.R.M.A.’s Controllers’ Congress based its 
1957 study of departmental merchandising 
and operating results upon data supplied by 
475 stores doing more than $4.4 billion in 
sales. In an introduction to the data, en- 
titled “The Way to Better Profits,” the 
report emphasizes the key role of expense 
reduction in profit improvement by saying, 
“.. amore direct and far more substantial 
benefit lies in the area of superior expense 
reduction and control. Its accomplishment 
offers wider latitude for profit improvement 
while simultaneously enabling the strength- 
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ening of a competitive position through bet- 
ter values at nominally lower markups. . . 

These characteristics are the hallmark of 
almost every store with an above average 
earnings record and can be documented by a 
study of their expense and markup records.” 

The 1957 after-tax profit amounted to 2.8 
per cent of sales in department stores and 1.4 
per cent of sales in specialty stores covered 
in the report. These were down from 3.1 and 
1.6 per cent of sales reported by these stores 
in the preceding year. 

Expense rates climbed from 33.75 to 34.3 
per cent of sales in department stores and 
from 37.45 to 38.05 per cent of sales in spe- 
cialty stores. Of significance in the depart- 
ment-store picture was the fact that the 
gain in sales of 1.3 per cent resulted from a 
rise in average gross sale from $5.05 to $5.20. 
Transactions, however, declined by 0.7 per 
cent, and the number of transactions per 
square foot went down from 21 to 19. This 
was the lowest figure reported in ten years. 
Over the same ten-year period, department 
stores’ share of retail sales declined from 
7.4 to 6.1 per cent. 
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Hotel Operations in 1957. New York: 
Horwath and Horwath, 1958, 52 
pages. No charge. 

The typical hotel earned 4.3 per cent on 
the fair value of its investment during 1957, 
according to this year’s annual study, the 
twenty sixth in a series published by Hor- 
wath and Horwath, accountants. Findings 
are based on the operating results of one 
hundred hotels in fifty-one cities. 

Total hotel sales rose 2 per cent over the 
preceding year. Room sales were 3 per cent 
higher, the result mainly of a 6 per cent rise 
in rates as occupancy declined two points 
from the preceding year. Food sales were 
up 1 per cent and beverage sales 2 per cent 
over the previous year. 

Hotel income was derived as follows: 47.4 
per cent room sales, 31.0 per cent food sales, 
12.3 per cent beverage sales, 3.1 per cent 
telephone sales, 1.5 per cent store rentals, 
and 4.7 per cent other sources. 

The major expense item was payroll, which 
consumed 37.3 per cent of the sales dollar. 


Facts in Grocery Distribution, 1958 
edition. New York: Progressive 
Grocer, 1958, 24 pages. No 
charge. 

Nonfoods are earning as much as 15 per 
cent net profit on sales compared with 3 to 
4 per cent on most grocery items. Thus, 
4 per cent of total sales in nonfoods is 
today contributing 15 to 20 per cent of the 
store’s total net profit, and operators are 
anxious to increase sales of these newer 
products. 

These statements appear in the twenty-fifth 
annual report on grocery distribution, pub- 
lished by Progressive Grocer, a trade maga- 
zine. The report shows that health and 
beauty aids account for about half of all non- 
food sales in food stores and are growing 
fast. In 1958 these lines showed a 15 per cent 
sales increase as compared to an 8.4 per cent 
gain for the total volume. In fact, food 
stores now do about 60 per cent of the total 
sales in these lines. Even faster growing are 
nonfood sales in housewares, toys, records, 
and limited lines of soft goods. 

Only 3.3 per cent of the 1957 food-store 
sales gain resulted from higher prices, indi- 


cating that the bulk of the improvement 
came from the aggressive merchandising and 
expansion policies of the food retailers. Most 
impressive was the showing of the super- 
markets, the biggest units in the industry, 
These amounted to only 10 per cent of the 
298,000 food stores, but they contributed 67 
per cent of the sales. The previous year they 
had done 62 per cent of the food business and 
in 1955 only 59 per cent. 

The following ten trends were noted as 
current in food retailing: 

1. Trading-stamp use and influence is start- 
ing a slow decline. 

2. Perishables will receive stronger promo- 
tion, more advertising. 

3. Customers are becoming more price con- 
scious; specials are more effective. 

4. There is more interest in nutrition. 

5. Luxury-type supermarkets are on the 
decline; there is more emphasis on economy, 
better layout. 

6. Present items and brands need reap- 
praisal. 

7. Packaging and labels are steadily im- 
proving. 

8. Private brands are making headway. 

9. Manufacturers and wholesalers are work- 
ing more effectively with retailers. 

10. New store construction trend is down 
but there is more modernization and expan- 
sion of present stores. 


1957 Furniture Store Operating Ex- 
periences, 25th annual _ report, 
reported by Ira D. Anderson. 
Chicago: National Retail Furni- 
ture Association, 1958, 31 pages. 
Free, exclusive to N.R.F.A. mem- 
bers. 


Furniture retailers made less money in 
1957 than in 1956, according to the twenty- 
fifth annual report of the National Retail 
Furniture Association. Stores in all volume 
categories experienced a decline. 

Typically, the 1957 net profit before income 
taxes amounted to 3.34 per cent of sales for 
large stores (over $350,000 in sales); 3.55 
per cent of sales for medium-size stores 
($200,000 to $350,000 in sales); and 2.94 
per cent of sales in small stores (under 
$200,000 in sales). The previous year the 
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pretax profits for these groups ran, respec- 
tively, 4.74 per cent, 4.86 per cent, and 3.98 
per cent. 

Similarly, all volume groups had sales de- 
creases. The large and medium-size stores 
dipped about 2 per cent and the small stores 
about 2.5 per cent under 1956. 

Dollar sales per employee were typically 
$23,789 in large stores, $21,550 in medium- 
size stores, and $22,987 in small stores. Av- 
erage sales per square foot of selling space 
came to $36.32 in large stores, $20.77 in 
medium-size stores, and $17.35 in small stores. 


Operating Results of Department and 
Specialty Stores in 1957, by Mal- 
colm P. McNair. Boston: Har- 
vard University Graduate School 
of Business Administration, Di- 
vision of Research, 1958, viii plus 
91 pages. $6.00. 

Although sales increased in 1957 among 
department and specialty stores, the biggest 
retailers tended to gain volume by opening 
new units rather than on a store-for-store 
basis. 

This is one of the findings in the 1957 study. 
The sales gain reported on the basis of 345 
companies operating 612 stores amounted to 
1.3 per cent. However, transactions in the 
period declined by 0.8 per cent so that the 
rise in average sale from $5.05 to $5.20 ac- 
counted for the sales increase. 

Despite the sales rise, profits decreased 
from 3.1 per cent to 2.8 per cent of sales after 
taxes, reflecting the combined influence of a 
small dip in gross margin from 36.4 to 36.3 
per cent of sales and the rise of total expense 
from 33.95 to 34.25 per cent of sales. 

“Disturbing,” said the report, “was the 
drop in the stockturn rate to the lowest level 
in the entire postwar period.” This rate was 
down to 3.8 turns as against 4.1 turns the 
previous year. 

The effects of branch-store operation are 
summarized in the report as follows: (1) 
greater growth of sales; (2) more gross 
margin; (3) no advantages in markdowns, 
stock shortages, or rate of stockturn; (4) no 
definitely predictable economies except in the 
case of advertising; (5) percentage earnings 
may not be superior but increased sales en- 
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hance dollar earnings; (6) companies with 
large main stores in metropolitan areas are 
likely to achieve the best results with 
branches; (7) the proportion of department- 
store business handled in branches will con- 
tinue to increase, at least for the time being, 
as a necessary adjustment to the changing 
modes of American living. 

Analyzing the effects of branch-store op- 
eration on profits, the report says: 

“|... branch operating concerns do not, 
on the whole, obtain any reduction in the cost 
of doing business. Among department stores 
there was a difference of 1 per cent in the 
total expense rate in favor of the single-store 
enterprises, with the advantages residing in 
payroll taxes, imputed interest, services pur- 
chased, unclassified communications, and de- 
preciation. Only in advertising and traveling 
did the comparison clearly favor the branch- 
operating companies. Much the same situa- 
tion obtained on the specialty-store side of 
the comparison where the single-store enter- 
prises were 0.8 per cent of sales lower in 
their typical cost of doing business than 
were the stores with branches.” 


The Super Market Industry Speaks, 
1958; the 10th annual report by 
members of Super Market Insti- 
tute. Chicago: The Institute, 1958, 
27 pages. 


Super Market Institute members registered 
an average sales gain of 13 per cent over 
1956, considerably better than most other 
groups of United States grocery retailers. 
However, while the gain was substantial, it 
was the smallest recorded since 1953. Paral- 
leling other reports, this study laid the largest 
proportion of total sales gain to new stores. 

Expenses, gross margin, and profit in- 
creased. Sales productivity also increased, 
showing sales per full-time employee equiva- 
lent which amounted to $39,700. Typical 
sales per man hour were $21.66. 

This study is based on a questionnaire 
survey conducted by Super Market Institute 
in early 1958. The report is comprised of the 
combined results of 352 member companies, 
operating a total of 4,005 stores with a com- 
bined sales volume of nearly $% billion. 











Book Notes* 


Advertising Theory and Practice, 5th 
edition, by C. H. Sandage and 
Vernon Fryburger. Homewood, 
Illinois: Richard D. Irwin, Inc., 
1958, xi plus 690 pages. $7.00. 


This book is intended to provide students 
with an understanding of advertising and its 
role in business. The newest edition incor- 
porates the latest developments in advertis- 
ing, focusing attention on the consumer and 
emphasizing the importance of research in 
building an advertising program. It discusses 
applications and findings of current motiva- 
tion research and develops the image-building 
concept. In format and organization it ad- 
heres fairly closely to previous editions. 

Dr. Sandage is professor of advertising, 
University of Illinois, and Dr. Fryburger is 
associate professor of advertising, North- 
western University. 


Business Statistics, by John R. Stock- 
ton. Cincinnati, Ohio: South- 
Western Publishing Company, 
1958, viii plus 615 pages. 

This text has been planned to alert students 
to the value of statistical analysis in the solu- 
tion of business problems, to acquaint them 
with commonly used methods of analysis, and 
to enable them to use statistical data effec- 
tively in making decisions. Major topic head- 
ings include: assembling statistical data, 
statistical description, statistical induction, 
analysis of business change, analysis of rela- 
tionship, and statistical applications in busi- 
ness. Particular emphasis is placed on descrip- 
tive statistics, including the analysis of time 
series. The illustrative material throughout 
the text is based on actual business problems. 
End-of-chapter materials include study ques- 
tions and materials. 

John R. Stockton is professor of business 
statistics and director, Bureau of Business 
Research, University of Texas. 


* Unless otherwise noted, Book Notes were pre- 
pared by T. D. Ellsworth. 
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The Capitalist Manifesto, by Louis O, 
Keslo and Mortimer J. Adler, 
New York: Random House, 1958, 
xviii plus 265 pages. $3.75. 


Karl Marx, who predicted that the plight 
of the laboring class would become intolerable 
over a period of time and eventually lead to 
revolution, is in for a sad awakening if what 
the authors of this book say is true. In a 
sort of reverse Marxism, the authors explain 
that the laboring class in the United States 
has increased its share of national income to 
suc: an extent that our free society is threat- 
ened with permanent inflation and possible 
loss o» freedom. According to the authors, 
Marx believed that the distribution of wealth 
should be made on the basis of charity while 
they favor distribution on the basis of justice. 
Both views, of course, leave unanswered the 
age-old problem of who is to determine what 
is just and right. Until a less superficial 
theory makes its appearance, most readers 
will probably prefer our present competitive 
system. The book should prove interesting 
reading for the businessman, however, during 
his week-end leisure hours. 

Davip J. RACHMAN 


The Changing Competitive Position of 
Department Stores in the United 
States by Merchandise Lines, by 
Robert David Entenberg. Pitts- 
burgh, Pennsylvania: University 
of Pittsburgh Press, 1957, xvi 
plus 184 pages. $5.95. 


This volume reports the findings and con- 
clusions of an investigation into the chang- 
ing relative position of department stores in 
the United States by merchandise lines dur- 
ing the period from 1929 through 1953. The 
report identifies the merchandise area in 
which department stores have been losing 
ground. It states that department-store mer- 
chandising and operating policies have re- 
mained essentially unchanged over the years, 
and that the stores have attempted to combat 
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innovations in their fields of specialization 
through retrenchment rather than through 
aggressive competition. 

Dr. Entenberg is associate professor of re- 
tailing, University of Pittsburgh. 


Competitive Distribution in a Free 
High-Level Economy and Its Im- 
plications for the University, 
edited by Albert B. Smith. Pitts- 
burgh, Pennsylvania: University 
of Pittsburgh Press, 1958, ii plus 
60 pages. 


This volume is based on the papers pre- 
sented at the seminar planned by the faculty 
of the Graduate School of Retailing on the 
occasion of the inauguration of Dr. Edward 
H. Litchfield as the twelfth chancellor of the 
University of Pittsburgh. The papers pro- 
vide an exploration of the needs and prob- 
lems inherent in preparing young people for 
careers in retailing. The seminar address was 
delivered by Professor Malcolm P. McNair, 
Harvard Graduate School of Business Ad- 
ministration. 


Educators Guide to Free Films, 18th 
edition, compiled and edited by 
Mary Foler Horkheimer et al. 
Randolph, Wisconsin: Educators 
Progress Service, 1958, 616 pages. 


As in preceding volumes, this book lists 
many free slide films useful to the retailer 
in conveying product knowledge to new sales- 
men. Light in tone and directed to the con- 
sumer, the films convey information that will 
be valuable to salesmen and merchandise 
managers whether they are handling linoleum, 
shoes, furniture fabrics, nylon stockings, or 
automation equipment for home use. Typical 
titles are “Decoration Made Easy,” “Beauty 
by the Yard,” “Making of Fine China,” “Dia- 
mond Is Forever,” “A Doll Is Born,” and 
“Why the Shoe Fits.’ 

The annotated listings describe the content 
of the film, plus a notation on date of pro- 
duction and time required to show it. A spe- 
cial section describes the procedure for order- 
ing films. 
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Handbook of Personnel Management 
and Labor Relations, by Dale 
Yoder, H. G. Heneman, Jr., John 
G. Turnbull, and C. Harold Stone. 
New York: McGraw-Hill Book 
Company, 1958, v_ plus 1,201 
pages. $12.50. 


This volume deals with the handling of all 
major categories of personnel and labor rela- 
tions problems. It gives special emphasis to 
the two broad fields of man-power manage- 
ment, dealing with individual employees and 
with unions of employees. Major types of 
problems in each area are analyzed and solu- 
tions suggested. The volume lists numerous 
references to original source materials for 
the reader’s convenience. 

Dale Yoder is director and H. G. Heneman 
assistant director at the Industrial Relations 
Center, University of Minnesota. John G. 
Turnbull is professor of economics and in- 
dustrial relations at the University of Minne- 
sota School of Business Administration, and 
C. Harold Stone is manager, personnel and 
South Porto Rican 


community relations, 


Sugar Company. 


Is the Fashion Business Your Busi- 
ness? by Eleanor L. Fried. New 
York: Fairchild Publications, 
Inc., 1958, 252 pages. $5.50. 


The volume presents over-all views of the 
fashion industry in the United States and the 
career opportunities available in it. Atten- 
tion is devoted to: designing, merchandising, 
planning and promotion, engineering and 
management of apparel production. It pro- 
vides information for both men and women 
the retailing and manufacturing 
A number of case histories 


entering 
fashion fields. 
illustrate what fashion people do, what they 
earn, and how they get their start in fashions. 

Mrs. Fried is placement director of the 
in New 


Fashion Institute of Technology 


York. 
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Management Principles and Practices, 
by Dalton E. McFarland. New 
York: The Macmillan Company, 
1958, x plus 612 pages. $6.95. 


This volume has a twofold purpose: (1) 
to describe the elements of the managerial 
process and to develop a rational synthesis of 
the uses of detail comprising the subject 
matter of management; (2) to present a 
point of view that will enable the student to 
develop his creative abilities so that he can 
apply them intelligently to the solutions of 
business problems. The subject matter is 
covered under the general headings: The 
Field of Management, Principles and Funda- 
mentals of Management, Human Relations 
and Personnel Management, and Operating 
Management. Review questions and a bibli- 
ography follow each chapter. The appendix 
includes suggestions for analyzing manage- 
ment problems, together with thirteen short 
cases. 

Dr. McFarland is associate director of the 
Labor and Industrial Relations Center and 
associate professor of business administration, 
Michigan State University. 


Sales Management: Decisions, Policies 
and Cases, by Richard R. Still and 
Edward W. Cundiff. New York: 
Prentice-Hall, Inc., 1958, xiv plus 
722 pages. $7.50. 


This book defines sales management and 
treats functions such as distribution, research, 
and pricing and their effect on sales manage- 
ment. It gives particular emphasis to decision 
making and policy formulation and to their 
relation to managerial planning, organizing, 
co-ordinating, and controlling. The subject 
matter is divided into four parts. Part I 
covers the general responsibilities of sales and 
marketing executives. Part II deals with 
sales-force management. Part III discusses 
the fact-finding and merchandising aspects of 
marketing management. Part IV 
other aspects of marketing management, in- 
cluding sales forecasting, estimating costs of 
distribution, distribution cost analysis, and 


covers 


determining sales territory quotas. The tex- 
tual presentation is amply supplemented with 
illustrative materials, such as case histories, 
charts, graphs, line drawings, tables, foot- 
notes, and summaries. 

Richard R. Still is director of the Business 
Research Center and associate professor of 
marketing, and Edward W. Cundiff is as- 
sistant dean and associate professor of mar- 
keting at the College of Business Adminis- 
tration, Syracuse University. 


See... Hear... Mr. Businessman 
1958-1959, issued by the Depart- 
ment of the Library, Audio-Visual 
Center of The College of the City 
of New York. New York: The 
College of the City of New York, 
School of Business and Public 
Administration. No charge for 
the catalogue. 


This annotated bibliography lists business 
films available for rent through the Audio- 
Visual Center and includes many films on 
retailing. Topics include sales training, mer- 
chandising, accounting methods, display, and 
store handling. Specific treatment is given 
to various categories, such as soft goods, 
hard goods, and food retailing. The pro- 
cedure for renting films through the Audio- 
Visual Center is explained. 


Selling the Armed Forces Consumer 
Market, by John J. Ryan. Wash- 
ington, D.C.: Army Times Pub- 
lishing Company, 1957, x plus 234 
pages. $10.00. 


This book deals with the Armed Forces 
consumer market consisting of nearly six 
million young Americans who spend some 
nine billion dollars a year. It provides de- 
tailed information on how to reach this mar- 
ket and assembles in easy reference form 
considerable information about the Armed 
Forces consumer: his marital status, his pay, 
his attitudes toward his own stores, his inter- 
ests, desires, hobbies, and plans. 

John J. Ryan is market consultant to the 
Army Times Publishing Company. 
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Studies in the Mathematical Theory of 
Inventory and Production, by 
Kenneth J. Arrow, Samuel Karlin, 
and Herbert Scarf. Stanford, 
California: Stanford University 
Press, 1958, x plus 340 pages. 
$8.75. 

This book explores and formulates some 
general mathematical concepts basic to effi- 
cient inventory and production control. It 
reviews the historical background of modern 
inventory theory, the nature and structure of 
inventory problems, and factors common to 
all inventory models, It presents methods of 
devising optimal solutions to four character- 
istic industrial problems: production over- 
time with increasing marginal costs, produc- 
tion “smoothing,” production planning with- 
out storage, and expansion of capacity of 
firm. It offers detailed discussions of the 
static inventory model, the Arrow—Harris 
Marschak dynamics model with the addition 
of a time factor. It introduces several new 
concepts, including that of the operating char- 
acteristics of an inventory policy and that 
of the stationary solution of an inventory 
problem. 

The mathematical calculations used through- 
out represent new developments in the cal- 
culus of variations and in the theory of 
stochastic processes. Too, stochastic theory 
developments are relatud to both queuing and 
renewal problems. The bibliography on in- 
ventory theory included in the book supple- 
ments and brings up to date the earlier 
Whiten and Gouray-Lewis-Neiland bibliog- 
raphies in this area. Retailers in inventory 
theory should find this volume a helpful addi- 
tion to their libraries. 

The authors are on the staff of Stanford 
University: Kenneth Arrow is professor of 
economics and statistics, Samuel Karlin is 
professor of mathematics and statistics, and 
Herbert Scarf is assistant professor of sta- 


tistics. 
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Targeting Sales Effort, by Charles W. 
Smith. New York: Columbia 
University Press, 1958, 396 pages. 
$15.00. 


This book introduces a statistical tool for 
developing information about where people 
buy. Its stated purpose is to help marketers 
of nationally distributed products target their 
sales efforts more efficiently. It should also 
be helpful to retail merchants in determining 
where to set up branches or new retail stores. 

The tool is a classification of markets, 
which reflects the concept that most products 
are purchased within a relatively small area 
surrounding each center of population and 
that these areas logically fall into a small 
number of classes having common commer- 
cial characteristics. Part I describes the 
method in detail, explains its use in general, 
and illustrates its application to specific types 
of marketing problems. The tables in Part II 
provide a complete listing of cities, countics, 
and trading-center areas needed to apply the 
method. 

Mr. Smith is a senior consultant at McKin- 
sey and Company, Inc. 


The Efficient Executive, by Auren 
Uris. New York: McGraw-Hill 
Book Company, 1957, x plus 308 
pages. $4.95. 


This volume proposes and discusses tech- 
niques for measuring executive efficiency. It 
shows how every job can be divided into 
these parts: organization-dictated activities, 
job-dictated activities, and self-dictated ac- 
tivities. Its thesis is that the proper recog- 
nition of each of these, plus the proper budg- 
eting of one’s time, holds the key to execu- 
tive achievement. There are also suggestions 
on how to dictate, how to write a perfect 
memorandum, and how to handle oneself in a 
conference—all important aspects of an ex- 
ecutive’s job. The textual matter is supple- 
mented with a variety of charts, graphs, and 
other illustrative materials. 

Auren Uris is editor of the Management 
Development Division of the Research Insti- 
tute of America. 
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Correction Notice 


Our readers’ attention is drawn te 
the following errata in the article on 
Food Retailing in the summer issue, 
1958, p. 101 ff. 


On page 102, footnote 2 refers to the 
second column of table I and footnote 3 
refers to the returns to which footnote 
2 is attributed. 


On page 104 footnote 5 gives the 
source of the advice and not the fact 
that it was ignored. 


On page 105. Table III, 73.5 should 
read 63.5. J. B. Jefferys (not Jeffreys) 
is responsible for all these estimates, 
not just those for 1950. 


The author of the article, W. G. 
McClelland of Laws Stores, Ltd., Eng- 
land, is not responsible for the Table 
Headings. 





Co-Operative Department Store 
(Continued from page 164) 


effectively, on the share-selling pro- 
gram. The intense personal animosities 
observed at Shirlington did not arise 
at the other store. 

Uncontrollable Outside Factors. The 
final blow to the co-operatives was a 
series of uncontrollable and perhaps 
unpredictable events. In Providence, 
the post-Korean deflation caught the 
store at an especially bad time in its 
growth. In Shirlington, the opening of 
large suburban department stores cre- 
ated serious difficulties. The resigna- 
tion of the first general manager, rising 
construction costs, a critical mortgage 
problem, loss of faith on the part of 


the fund directors, and other outside 
factors contributed to the early termi- 
nation of the project. 

Consumer co-operation has never 
succeeded in establishing itself as an 
important part of our economic struc- 
ture. Reasons for this general failure 
of co-operation in the United States 
have been carefully developed by other 
writers.’ These reasons reveal a set of 
fundamental resistances to any co-op- 
erative endeavor and are classified for 
our purposes as an uncontrollable out- 
side factor which contributed to the 
failure of the C.D.C. project. 

It would indeed have been more re- 
warding to succeed; but there were 
some rewards, even in failure. The 
C.D.C. directors attempted the biggest 
thing in co-operation in the last twenty 
years. They initiated a program, which, 
if it had succeeded, would have altered 
the face of American retailing. They 
went further toward establishing large- 
scale co-operative enterprise than has 
ever before been done in this country. 
Fundamental mistakes were made but 
many things were well done. Although 
the bulk of the fund’s resources are 
now gone, the co-operative movement 
is considerably ahead. Credit for this 
must go to Filene and those who at- 
tempted to carry out his ideas. The 
most lasting progress is usually gradual. 
To those to whom the progress of the 
co-operative movement is important, 
the Filene project was unquestionably 
worthwhile. 


7 See Harold M. Maynard and Theodore N. Beck- 
man, Principles of Marketing (New York: The 
Ronald Press Company, 1952), pp. 268-70. 
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Are Your Ads Guilty As Charged? 
(Continued from page 128) 


To re-emphasize the triteness of the 
entire cumulative effect of such adver- 
tising, it might be expressed as follows: 

A perfect way for copy writers to 

appeal to the customer who wants 

to be perfectly attired in her per- 
fect surroundings and to serve per- 
fect dinners to perfectly dressed 
guests on perfect china washed in 
perfect suds, set perfectly on per- 
fect table linen, which fits the table 
perfectly and which is perfect for 


the occasion, is to STOP USING THE 
worpD PERFECT! 


If customers are not moved to re- 
spond enthusiastically to the appeal of 
an advertisement, certainly the sense- 
less repetition of an overused word is 
not going to stimulate action. Buyers 
may be to blame for not working 
closely enough with copy writers, but 
only the copy writers produce the final 
copy, and if it is trite and cliché-ridden 
it probably lacks customer appeal. No 
amount of knowledge of the merchan- 
dise can undo the perfunctory selection 
of words and phrases that characterize 
much of the copy as exemplified by the 
samples quoted above. 

Are your advertisements guilty of 
such word abuse? If so, is the situation 
hopeless? Must stores and manufac- 
turers continue to have advertising 
appeals that are so full of common- 
place, hackneyed statements? No, in- 
deed. In-service training can produce 
copy writers who can be proud of the 
copy they write. Let them practice find- 
ing new words, new phrases, new sen- 
tence arrangements. Let them make a 
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list of the overused words, phrases, 
and sentences, and substitute fresh, 
meaningful copy. Let them strive for 
more exactness in the explanation of 
merchandise characteristics. Encour- 
age the buyers to provide more detailed 
information and then encourage the 
copy writers to abandon the usual for 
the unusual, the commonplace for the 
unique. 

The cost for the program as out- 
lined? Not a cent of money, but a great 
deal of effort and co-operation is 
needed to develop this creative ap- 
proach. 

The results? When your customers 
read your refreshingly different copy, 
they will probably find your services 
and your products worthy of their re- 
sponse and support. 





The American Retailer— 
Subservient to the Public? 


(Continued from page 153) 


tations of stores, and that consequently 
stores should be conducted to develop 
and reinforce favorable expectations, 
rather than confuse or disappoint pro- 
spective customers. Often, however, 
we seem to use “personality” in a dif- 
ferent sense, to imply an anthropomor- 
phic quality, and to suggest uniqueness, 
distinctiveness, flair and flamboyance, 
and the development of interest in the 
store itself, as distinct from its mer- 
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chandise and its services. We can all 
think of some very successful stores 
that have all, or many, of these char- 
acteristics; it is much harder to re- 
member all the “quaint” and “cute” 
shops that have failed to make money. 
But if in many instances shopping is 
simply operational behavior through 
which fairly rational individuals seek 
to gather bundles of desired goods 
without excessive expenditure of 
money, time, or effort, then our be- 
loved concept of “personality” is less 
important than such mundane aspects 
of retailing as merchandising, pricing, 
and customer service. 





Downtown Shopping Districts 
(Continued from page 132) 


Much of it can be done locally. The 
committee will determine the order of 
attack on the problem, whether it is 
to be a gradual or crash program. 
Whatever the method adopted, the 
work must be started quickly. It is not 
a project for the fainthearted; it is a 
tough problem. But for those who see 
it through, the reward will be a sense 
of pride in doing a hard job that needs 
to be done and a share in the prosperity 
that is certain to follow. 

9. The renewal of downtown shop- 
ping districts has become a hot sub- 
ject. Leading periodicals have pub- 
lished many feature articles on down- 
town development. The trade papers 
serving the retail business are giving 
splendid attention to the subject and 
planning to do more. Among the re- 
tail trade associations, the work of the 
National Retail Merchants Association 


merits special attention. It has a 
strong committee at work on the prob- 
lem of informing its members on what 
to do in their own communities and 
how to do it. The subject of down- 
town modernization was presented ina 
rousing session at the last annual con- 
vention. The members of this as well 
as other associations evidently mean 
business. 

10. The rapid growth of population 
and the high birth rates in the subur- 
ban and interurban areas create the 
need for immediate development of 
downtown shopping districts. Unless 
steps are taken to make it easy and con- 
venient to shop in downtown districts, 
suburban children will grow up to adult- 
hood knowing little about trading in 
downtown districts. Another important 
reason for a prompt beginning is the 
$41 billion national road building pro- 
gram that is being extended to all parts 
of this country during the next ten 
years. Unless the downtown areas of 
cities make sure that they are easily ac- 
cessible to these great throughways, 
there is a chance that they may become 
sidetracked and so become dormant 
retail areas—retail slums. 





Summary 


Here, then, is the problem of down- 
town shopping districts with some sug- 
gestions, based on actual experience, 
on how it may be solved. This problem 
challenges the best abilities of all in- 
terested parties. If properly solved, it 
will mean the rejuvenation not only of 
downtown retail shopping districts but 
of the cities themselves. 
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